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THE MONETARY EASE AND THE BANKS. 


The reduction of the Bank of England rate of discount to 
two per cent. a few days ago, illustrates the general fact which 
has been so much investigated of late, that there is at present 
throughout the commercial world an unusual plethora of idle capital, 
which, though it shrinks from permanent investments, is eagerly 
seeking investment at short dates or on call. Another fact 
which always attends such a plethora either as its cause or its 
result, or both, is a defective energy in the productive forces of 
society, causing what is commonly called a stagnation of trade. 
Thus, while the loan market is overcharged with idle funds, and 
is like a reservoir gorged to its utmost capacity, the ordinary 
channels are, some of them, blocked up, by which the reservoir 
usually empties itself, and irrigates the fields of commercial and 
industrial enterprise. All over the world we see in less or more 
conspicuous prominence these two morbid symptoms of commer- 
cial depression. The money market is too full of floating capi- 
tal, and the channels of trade show too much of inactivity and 
stagnation. In England, in 1867, after the Overend panic had 
prostrated financial and commercial enterprise, the Bank of 
England, for the first time in its history, lent money for a pro- 
tracted period at 2 per cent.; and so extraordinary was this rate 
of discount supposed to be, that the Adinburgh Review discussed 
it in an elaborate article as an exceptional phenomenon, not 
likely to be repeated. Since that time, this exceptional rate has 
occurred so often that it now produces no surprise, and it is. 
only discussed in connection with some of its indications, or for 
the help it may give us in forecasting the future. Nor is this 
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surprising. The business of anticipating the future movement of 
the money market, of the Stock Exchange, and of the several 
departments of commerce, is in our day so difficult, and it em- 
ploys so large a proportion of the most shrewd, keen, enterprising 
men, that almost everything which takes place in the monetary, 
political, or industrial circles of society is immediately transmuted 
into economic force, and lessens or augments the activity of the 
productive mechanism of society. The more skillful a man is 


in reading the signs of coming financial storms, or commercial . 


depression, or industrial prosperity, the more of success, other 
things being equal, and the more of honor and prosperity, will 
he realize among his fellow-citizens. We shall mistake altogether 
the nature and the probable growth of the changes which are 
now going on in the Banking system, unless we take notice of 
the great tidal movement of monetary plethora which is now at 
its height in this country and throughout the whole world. A 
_ careful examination of the facts will show that we are suffering 
from causes which are producing like suffering in other countries. 
It is true that to these general sources of evil our financial 
system has added many local auxiliaries which increase the mis- 
chief. Another point to be borne in mind is, that the tidal 
movement of plethora which inundates the money market is now 
probably at its highest level, if, indeed, it have not already begun 
to recede. Some capitalists are becoming discouraged at the 
prospects of the Banking business, and they are winding up, or 
selling out, or curtailing their transactions. Now, we have no 
wish to discourage any prudent man who finds himself out of his 
depth, from getting back as soon as he can to the solid ground 
of assured solvency. What we have to say is intended for men 
of means, skill, and experience in the Banking business, who 
know that of late it has been almost impossible to make living 
profits by legitimate transactions; and as they will condescend to 
no other, they are threatening to go out of the business alto- 
gether, and thus to withdraw their talents from the service of 
their country, and from that field of labor which they best under- 
stand and are most efficient in. To such men there is much to 
suggest; but one word must suffice for the present. The tide of 
monetary plethora, which makes it so difficult for banks to earn 
anything, is but temporary. In a great country like ours, the 
Banking business ever has been, and will be, both profitable and 
honorable to safe, skillful men. If the tide of easy money has 
not already turned, it certainly will soon begin to recede, and 
some of our most shrewd observers think they can see indica- 
tions of recuperation in the near future. In any case, we may 
be well assured that, as a nation, we have unsurpassed resources, 
which are now being economized with an energy that of late 
years has been unknown. In view of these facts, it is impossible 
to doubt that we shall feel the benefits looked for as soon as 
any of the other commercial nations who are suffering like our- 
selyes. Meanwhile, it is gratifying to find that this sanguine 
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view of the future of the Banking business in this country is 
shared. by the community. We find abundant evidence, some of 
which is. detailed elsewhere, that although a few banks and 
bankers that can be ill spared are retiring from business, new 
institutions are springing up, so that the aggregate number of the 
banks in the United States i#larger now than it has ever been 
before. 

To sum up our argument: we hold that the existing plethora 
of the money market must tend sooner or later to cure itself; that 
the rate of interest must consequently rise; that the change seems 
unlikely to be long deferred; that it will probably develop itself 
as soon in this country as abroad, and that all the reasoning about 
the future founded upon an opposite theory is so far unsound. Of 
course we shall be asked how far the local perturbations of the 
money market spoken of above, and the changes incident to the 
resumption of coin payments, are likely to influence the prospects 
of banking in this country. This question is extremely important, 
but it is not properly included in that we have been investigating. 
It. is besides too broad in its scope and too complex in its details 
to admit of a brief discussion, even if our space had permitted the 
attempt. All that needs to be said here is, that while the pe- 
culiar sensitiveness of our money markets and the transition of the 
financial system to the gold basis, will require of both our bankers 
and all other classes of the community the utmost circumspection 
and conservative foresight, there is no obvious ground for believ- 
ing that the former class will be of necessity exposed to the most 
danger or to the heaviest risks. 


—_— TC 


OUR BANKS AND THEIR FISCAL BURDENS. 
BY DR. GEORGE MARSLAND. 


Mr. Justice Miller, in the Supreme Court of the United States 
a few days ago, said that a tax law often turns out to be some- 
thing else as well. It not only acts as a fiscal measure to bring 
revenue into the Treasury of the Government, but it operates in 
various ways upon the rights of property or the growth of produc- 
tive industry. It is. indeed a fundamental principle of fiscal science, 
that, in deciding what forms of taxation are to be preferred, we 
should always look to the ulterior and indirect effects which they 
work while they are yielding a revenue to the Government. The 
fiscal parts of Adam Smith’s great work abound in illustrations of 
this great central principle of the science of taxation. In our own 
revenue system it had been well if this principle had been more 
regarded, as almost every day’s experience abundantly shows. The 
latest fiscal science in this country has not made much progress on 
that side which concerns bank taxation. One of the most recent 
controversies relative to ‘this subject was referred to in our number 
for February (page 589), on the taxing of surplus. This contro- 
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versy is not concluded. A second report has been prepared by 
the committee of the banks of this city, to secure relief from the 
new taxation lately assessed upon their surplus. The committee 
consists of Messrs. George S. Coe, John E. Williams, F. D. Tap- 
pen, B. B. Sherman, C. M. Jordan, J. D. Vermilye, J. M. Morri- 
son, and W. L. Jenkins. These eigMt bank officers have been to 
Albany, and, after consultation with eminent legal advisers, they 
have determined on adopting vigorous measures for relieving the 
banks from the pressure of the new taxes which have for the first 
time been this year imposed upon their surplus. What the banks 
desire is that their shares shall be assessed at an equitable valua- 
tion, like other personal property. The committee do not wish to 
exempt the shareholders in the slightest degree from their fair pro- 
portion of State taxation. What is claimed is, that the owners of 
bank shares shall be protected from oppressive and inequitable 
burdens. Accordingly bank shares, when assessed by the tax offi- 
cers, “should not be valued otherwise than ordinary real and per- 
sonal estate, and should not be assessed at more than their par value, 
except where the surplus exceeds 50 per cent. of the capital, when 
the valuation should be increased by the amount of such excess.” 
The justice and fairness of this principle of assessment are too ob- 
vious to need proof. It is for the public interest that the banks 
should have a large surplus as a guarantee of their solvency. To 
tax the surplus of the banks is to discourage its accumulation, and 
tends directly to induce the banks to divide the surplus amongst 
their shareholders. Is it not evident that such a destruction of 
the surplus removes one of the strongest buttresses of the banking 
fabric, and inflicts a great public injury upon the financial strength 
of the country? If so, it is the part of wisdom to exempt the 
surplus as far as possible from taxation, and the report before us 
is very moderate in its claims. 

With a view to illustrate the equitable character of the relief 
demanded by the banks, it may be well to remember that these 
institutions are already weighed down by heavy fiscal burdens. 
Upon the organization of the National banks by Congress in 1863, 
they were subjected to the following taxes by the General Govern- 
ment, viz.: one-half per cent. upon their capital, less the amount 
invested in Government bonds; one-half per cent. upon deposits; 
one per cent. upon circulation. There was also a tax upon 
dividends declared. All these fiscal charges, with the exception of 
the last, are still imposed, and are paid by the associations them- 
selves. These taxes were heavy, and without precedent in any 
other country. Still, they were regarded as necessary burdens of 
the war, and as in their nature temporary. They were borne with 
comparative ease during the paper money inflation incident to the 
first few years after the war, because the great activity of business 
and the rapid creation and frequent negotiation of Government 
debt gave the banks unusual facilities for profitable business. Be- 
sides these taxes to the National Treasury, Congress conceded to 
the States the right to include the shares of National Banks in the 





1876.] OUR BANKS AND THEIR FISCAL BURDENS. 837 


valuation of personal property assessed in the names of its owners, 
but not at a greater rate than other moneyed capital of the citizens of 
the States. It was also provided that such State taxes upon shares 
should be paid in the place where the banks are located and no 
elsewhere. The same taxes were imposed by the General Govern- 
ment upon all banks organized under State authority, and the 
Legislature of New York established the same rule of taxation 
respecting State and National institutions within its jurisdiction. 
Bank shares were then supposed to possess the qualities of all 
other personal property, with a liability only to the same burdens 
and a claim to the same immunities. Among the latter are the 
right of all citizens to deduct from the amount of personal prop- 
erty in possession, first, all United States securities, and, second, 
all debts owed by the person assessed. The question was early 
raised in this State, whether such deduction of Government bonds 
was applicable to owners of bank shares, and was referred to the 
United States Supreme Court for adjudication. That eminent tri- 
bunal was divided in its judgment upon the subject, Chief Justice 
Chase, with two associates, giving an affirmative opinion, and 
Judge Nelson, with a majority of his colleagues, a negative. The 
decision of the Court was founded on the principle that if a bank 
corporation, under the grant of its charter, uses its capital to buy 
United States bonds, with a view to an ulterior advantage, namely, 
the obtaining of National bank notes with the profits thereto ap- 
pertaining, there is a creation of this new use and profitable appli- 
cation of the funds of the bank. This new use and privilege being 
thus created, the Court maintained that it could be subjected to 
State assessment and taxation. Hence, the act taxing National 
bank shares was held to be valid, inasmuch as the limited State 
taxation allowed by the act was but a condition annexed to the 
enjoyment of the new use and profit obtained from the United 
States bonds under the grant of the franchise. The State tax 
being connected with this ulterior use, and imposed as a burden 
thereon, the interest of the shareholders could be taxed within the 
limit of the act, without reference to the property and capital of 
the bank. 

The conclusion reached and the reasoning upon which it rests, 
taken in connection with the language of the dissenting judges, 
leave no doubt that the Court regarded the tax as in the nature 
of a royalty for the grant, annexed to the franchise. The ruling 
is distinctly that taxes by the State are permitted to be imposed 
wholly irrespective of the character or description of the property 
or capital of the bank; and this being so, it logically follows that 
the par value of the share is the fixed value for taxation, whether 
the shares may be said to have an actual value above or below 
the nominal amount. It was thus regarded as conclusively settled, 
that, as holders of bank shares are deprived of the privilege of re- 
ducing their valuation by deducting the Government securities, a 
privilege which attached to all other personal property, that the 
valuation of such shares as a basis for taxation could not exceed 
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par, and accordingly it has ever since been the rule in this State, 
that bank shares should be assessed at par in the cities of New 
York and Brooklyn. In all other cities, however, and in the rest 
of the State, the assessments have been very irregular. By the 
last report of the assessors, it appears that of the whole bank cap- 
ital in this State out of New York, amounting to nearly 47 mill- 
ions, $22,383,191 is assessed from nothing to 50 per cent., aver- 
aging 44% per cent.; and $24,577,105 from 60 to 112% per 
cent., averaging 8532 per cent. 

Another proof of the equity of the demands made by the banks 
is seen in the fact that all they ask is, that their surplus should 
be exempt as heretofore from taxation, and by its very nature the 
surplus of a bank cannot be a just subject of taxation. In other 
words, the surplus, though expressed in different figures, consists of 
a multitude of values in various degrees of maturity, which it is 
absurd to regard as represented dollar for dollar in the market 
value of the shares. The surplus, for example, includes items in 
process of maturity, interest upon discounted paper yet unearned, 
with a multitude of other values, which, if the bank should be 
wound up on a given day, would not produce in money the 
amount set down as surplus or undivided earnings in the published 
reports of the various banks, as they are required by law to be 
made to the Comptroller or to the Bank Commissioner, and yet 
these reports are assumed by the assessor to contain such an ac- 
count of the surplus as can safely be used to measure the value 
of bank shares for the purposes of assessment. The controversy 
began, as is well known, a short time ago in the city of Albany. 
The shareholder of a bank whose stock was assessed at par, re- 
fused to pay, because the shares of another institution in the ‘same 
city, which had accumulated a surplus larger than his, were only 
assessed at the same value. This case being brought before a State- 
Court, the Judge, in sustaining the validity of the special assess- 
ment, took occasion to express the opinion that, in strict justice, 
the assessment of taxes ought to have reference to the value of 
the property of the bank. Acting promptly upon this expression of 
the Court, the assessors of taxes in the city of New York have 
declared themselves constrained, for the first time, to raise the 
valuation of bank shares, not only by assessing them above par, 
but by adding all surplus and earnings. And the new extraor- 
dinary assessment in this city is made, notwithstanding the fact 
that in the city of Albany, where the decision of the Court refer- 
ted to was given, and in all other parts of the State, the assessments 
of bank shares continue as before. Hence, it appears that in the 
city of New York, the singular anomaly is presented of the taxation 
of bank shares greatly above their cost at the time of assessment, 
‘or of their market value before or since. 

Some interesting figures have been published, showing by actual 
‘sales at the New York Stock Exchange, that the assessors have 
valued the shares of some of the banks at prices 30 or 4o per 
cent. above their selling value in the market. This is a pomt, 
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however, on which we shall not further insist. It is enough for our 
parnoes to indicate the fact that the bank surplus is assessed 
or taxation. The evils of such a vicious tax it is impossible to 
overestimate. Some of them are seen, while others are not seen, 
and the latter are likely to be infinitely the worst. A few of these 
evils are pointed out in the following wise suggestions, with which 
the committee close their report: “The city of New York is now 
vainly struggling to maintain its commercial supremacy against 
various and most adverse influences. The financial policy of the 
Government, the destruction of foreign commerce, and the sharp 
competition of railroads for internal trade, have all operated to 
diminish her relative importance. If to these be added the weak- 
ening of her banking institutions, by permitting such excessive tax- 
ation as will drive them out of the business, or deprive them of 
the strength and stability which are required to command the con- 
fidence of the country at large, the most important blow will then 
be struck at her prosperity. Without those guarantees which strong 
institutions can give, money will concentrate elsewhere, and with 
its departure all other property which derives from trade its power 
to support the revenues of the State will as rapidly deteriorate. 
The banks in New York city do not ask special consideration for 
themselves. They only seek, and will be compelled to contend to 
the very utmost for, that equal justice which so large an interest 
as theirs in the State must eventually secure, and which cannot be 
withheld without general destruction. In respect to the change 
which is proposed in the existing statute, a word of explanation is 
proper. ‘There are a few banks in this city which have accumu- 
lated a surplus above their capital, so large as to render them fair 
subjects for taxation, while at the same time it is equally fair, in 
consideration of the fact that owners of bank shares do not secure 
the privileges granted to all other personal property, of deducting 
from their assessments the Government securities which they pos- 
sess, or the debts which they owe, that they should not be assessed 
with extreme exaction. This law is, therefore, so changed, as to 
effect a fair and just compromise of all the interests involved. It 
proposes to leave undisturbed all banks in other parts of the State, 
by permitting, as before, the valuation of shares at not over par, 
and allowing assessors the option to add for taxation any excess 
of surplus over 50 per cent. of the capitals of the respective banks. 
This change, while it still leaves bank shares subject to taxation 
to a degree disproportionate to other property, will be so accept- 
able to the great body of shareholders of banks, whether residing 
within or without the State, as to remove the present feeling of the 
great injustice with which they are threatened, and will best pro- 
mote the general interest.” 

As considerable agitation has been produced by the action of 
the tax assessors, and as their action is alleged to threaten more 
mischief to the banking system than any recent legislation, it is 
only fair that we should give those officers an opportunity of ex- 
pounding the reasons for the increase of the assessment of the 
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New York banks. It will be seen that they do not state why the 
surplus of the banks of Albany and other cities has not been 
assessed as well as that of the banks of New York. The assessors 
give the subjoined statement in their report to the Mayor: “The 
method of assessing banks is a subject which has received the 
careful consideration of the Commissioners. For several years the 
system which has prevailed of assessing the shares of all banks at 
the par value, without taking into account the value of the shares 
of some of the banks worth more than par, owing to their posses- 
sion of a surplus, has been the cause of complaints, the complaints 
coming in large proportion from those banks which do not possess 
a considerable surplus. The complaints were based upon the state- 
ment that, as imposed, the assessment was unequal, and that the 
surplus of other corporations being assessed, it was not just that 
the surplus of banks alone should escape. While the Commission- 
ers could not deny that there was force in these statements, they 
felt restricted as to their action—in part by the usage of the De- 
partment before any of the present Board entered into the office, 
in part by the general practice im the State, but chiefly by an 
unwillingness to jeopard the validity of assessments involving so 
many millions of dollars, by a construction of the law of 1866 
which might have been successfully contested. From the restrain- 
ing influence of the last consideration the Commissioners are now 
released by a judicial interpretation of the statute, the effect of 
which is to impose upon them explicitly the duty of assessing the 
shares of stock in bank “at their true value instead of their par 
value.” This interpretation was given in the Schenectady General 
Term of the Supreme Court, November, 1874, Bockes, Landon, 
and Countryman, Justices. The case was entitled “The People, 
ex rel, Chauncey P. Williams and others, against the Board of 
Assessors of the city of Albany.” Divested of the nomenclature 
of the law, the question was whether the shares of a bank with a 
capital of $350,000, but with accumulations amounting with the 
capital to $1,183,839.15, were properly assessed at par, or $350,000. 
The opinion of the Court was that the assessment at the par value 
was erroneous, and that the law required the shares to be assessed 
at their value, whether that value exceeded par or not. It is sig- 
nificant that, although the title of this case does not disclose the 
fact, the suit was practically between two of the Albany banks, 
each with a surplus, but one with a larger surplus than the other, 
and each assessed alike at par.” 

Although, as we have said above, the controversy is not finally 
closed, still a partial adjustment has been arrived at. The Com- 
missioners of Taxes have reduced their valuations on the affidavit 
of the officers of each bank, that for tax purposes the shares as 
personal property, and exclusive of the real estate, were not worth 
more on the day of valuation than a specified price. Some of the 
affidavits have been accompanied by a detailed statement of the 
condition of the institution, but this, we believe, has not been in- 
sisted on. To provide against a repetition of the agitation another 
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year, a bill has been prepared by the Bank Committee and intro- 
duced into the Senate at Albany, fixing the valuation of bank 
shares at par, except in cases where the surplus of any bank 
amounts to 50 per cent. of the capital, when the excess alone is 
to be taxable. A deputation of bank officers has also visited 
Washington, but for obvious reasons the prospects of legislative ac- 
tion there are somewhat uncertain. Still a partial relief is attempted 
in a bill which has been introduced in the House of Representa- 
tives, and the members of the Committees of Ways and Means 
and Banking and Currency are reported to be favorable to the 
adoption of some legislative measure, if a suitable one can be de- 
vised. Some information as to proposed litigation will be found 
on another page of this issue. Last year the banks of this city 
were 76 in number, having 25,236 shareholders, and an aggregate 
assessment of $73,390,989. In 1874 the banks wer 75 in number, 
with 25,122 shareholders, and a valuation of $74,897,570. In 
1873 there were 78 banks, with 26,059 shareholders, and a valua- 
tion of $77,650,395. For the year 1876 the aggregate assessments 
have not as yet been reported. 


THE MARKET FOR AMERICAN SECURITIES ABROAD. 


One important element of the question of refunding the public 
debt, as has been frequently shown, is the probable demand for 
our Government securities in Europe. Hence all the indications 
of the foreign markets claim special attention. One of these indi- 
cations which we have several times discussed, is the discredit of 
other securities, which have rivaled ours in the Bourses of Con- 
tinental Europe and at the London Stock Exchange. The London 
Economist of April 1 gives some illustrations of this argument. It 
shows that in three of the most popular securities dealt in at the 
London Stock Exchange, there was a depreciation of go millions 
sterling during the last twelve months. The par value of these 
securities outstanding was £ 258,640,000, of which the Turkish 
were £ 176,354,000, Egyptian £56,740,000, and Peruvian £ 25,- 
546,000. At the market price of April, 1875, the total value was 
4 157,872,000, while they were worth a year later £ 66,923,000, 
showing a loss of £90,949,000. Since this report was prepared a 
further fall has taken place. The loss has been distributed as 
follows : 

Depreciation Depreciation 
Valuein Jrom Srom Total 
April, 1875. April to October, October, 1875, Depreciation. 
1875. to April, 1876. 


493,475,000 -- £37:950,000 .. £24,880,000 .. £62,830,000 
Egyptian 48,145,000 .. 10,090,000 .. 7,508,000 .. 17,598,000 
Peruvian 16,252,000 .. 5,327,000 .. 5,194,000 .. 10,521,000 


£157,872,000 .. £53,367,000 .. £37,582,000 .. £90,949,000 





842 BANKER’S MAGAZINE. [May, 


Perhaps these securities are really as valuable now as they 
ever were. The fall in them is partly the result of a “ bear raid,” 
and partly of favoring circumstances. One cause of the opposition 
to the purchase of the Suez Canal shares by the British Govern- 
ment, was that it interfered with the designs of the bear specula- 
tion, which had been very successful, and was somewhat checked 
by the belief that Egyptian securities, and perhaps Turkish, could 
be saved from the general fall. Some of the papers which had 
been very prominent in helping to depress these discredited secur- 
ities, would have done more good if they had warned the public 
earlier against such investments. Most of these securities were 
first negotiated in London, and then sold out upon the Continent. 
Thus Paris, Frankfort, Vienna, and Berlin came to get their share, 
and when the break commenced in London, the contagion spread 
to the Bourses on the Continent. The London Economist says of 
the losses of the last year: “They reach an amount, as we believe, 
almost unexampled in such securities, and which is so large that, 
far from wondering at its having caused many failures, we can 
hardly explain to ourselves why it has caused so few. No doubt 
the loss is distributed over Europe; it falls on a very great num- 
ber of persons, and, as a rule, impairs only an accessory element 
in their income, not their main one. Still, after every deduction, 
the calamity is of the first magnitude, and must for a dong time 
be felt sharply and widely. It is melancholy to think that the 
transactions which have done the lenders so much harm should 
have done the borrowers so little good. But we fear that in Tur- 
key and Peru there is almost nothing, and in Egypt nothing suffi- 
cient, to show as an equivalent for the expenditure of these enor- 
mous sums. The truth is, that Lombard Street has been to these 
semi-civilized countries what the London money-lender is to the 
young men at Oxford; it has given them a premature command 
of money, which they have not judgment or experience or stability 
of character enough to spend well; which, accordingly, they spend 
ill, and which does them almost unmixed harm.” 

When the financial results of the last quarter of a century are 
put upon record, an interesting story will be told of the reckless 
credulity with which European capitalists have allowed themselves 
to lend fabulous sums to bankrupt Governments, on securities no 
better than those set forth in the above table. The oldest secur- 
‘ities on this list are those of Turkey. Prior to the Crimean war 
‘of 1853, Turkey had no European credit, and could not borrow 
‘on any terms in England. Her finances were disordered, and her 
Government revenue precarious. Some astute Greek financiers 
enjoy the repute of establishing the funded debt of Turkey on its 
present basis. Its amount is 880 millions of dollars, of which 780 
millions have been negotiated since 1869. The Egyptian debt 
amounts to 280 millions of dollars, of which 200 millions have 
een negotiated since 1870. The Peruvian debt amounts to 75 
millions of dollars, all of which has been incurred since 1870, It 
is thus seen that by these three classes of active securities, con- 
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‘spicuous at the Stock Exchange in London and Paris, no less an 
aggregate than 1,055 millions of dollars have been borrowed by 
‘defaulting governments since 1869 and 1870. In other words, 
during the very period in which we have been attempting to 
refund our debt by the sale of 1,000 millions of 4 per cent. bonds , 
in Europe, the money we had been competing for has been carried 
off by three rival borrowers, who have now got to the end of 
their credit, and have retired from the field, or rather have been 
driven away, and cannot borrow any more. The views we have 
repeatedly expressed on this subject are supported by the authority 
of the London LZconomist, whose opinion is the more valuable as 
none of our readers will suspect that paper of a bias too favorable 
to American securities. Commenting on the defaults and on the 
disasters they have caused, our contemporary says: “The lenders 
to such countries as are now in difficulty have indeed little claim 
on our respect. They lend in the face of ample warnings; they 
lend to persons of whom they know little, and of whom much of 
that little was not good. Common sense should have told them 
that States which only pay their interest by borrowing new loans, 
must eventually reach a time when that can be done no longer; 
and then ‘difficulties,’ to use a mild expression, must arise. But 
they wanted high interest, were deaf to all arguments as to its 
difficulty, and must now take the consequences. For the moment 
there is a danger that the credit of really sound and solvent States 
may be impaired by this calamity, but in the end it will not be 
bad, but good for them. It will take away the competitors who 
attracted money away from them; who raised the rate of interest 
which they had to pay, and who have for years made the English 
foreign loan market a scene of confusion, where the bad were 
hardly to be separated from the good, and where cautious people 
in consequence were very cautious, if indeed they ventured there 
at all. With National credit as with individual, the detection of 
the undeserving is a condition precedent to the success of the 
deserving.” 

In the main, we heartily agree with the inferences deduced 
from the facts above stated. Still, it must be remembered that the 
losses as set down must not be regarded as final, but as subject to 
future movements of the market. To regard them as final and 
absolute would be nearly as great an error as is sometimes made 
‘by English writers, who state that the British investing public 
Since 1873 have lost 100 millions sterling by insolvent railways fh 
‘America. It is true that American railroads have absorbed or sunk 
a vast amount of capital, which, for the present, is unproductive 
and yields no interest to its owners. But not to mention the ex- 
‘aggerated estimate, which puts the amount of defaulted railroad 
‘bonds held abroad at 500 millions of dollars, when it is in reality 
but 253 millions, it is a wrong to suppose that English investors 
‘have lost all this sum, for a part of it has been sunk by Hol- 
Yand, Germany, and France, as is proved by the fact that a con- 
Siderable aggregate of the defaulting bonds is held on the Con- 
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tinent of Europe. Moreover, it is certain that, unless in some 
exceptional cases, the capital which seems to be lost in such 
investments is not really destroyed. It will re-appear like the seed 
sown by the farmer. It will create new values which will be 
realized by future owners of the bonds at present in default. Such 
is the case with our defaulted railroad bonds, How far the same 
principle may be safely applied to the Turkish and other securities 
under review, it would be premature to predict. What is certain 
is, that when the bears who are so busy and successful in the 
English Stock market begin to see that the proper time has arrived, 
they will no doubt run the securities up as fast almost as they 
have lately been running them down. 

What is more to the present purpose, however, is the fact that 
we must not be too sanguine in our expectations of an early revi- 
val of confidence. Experience shows that a revulsion of feeling 
such as the Zconomist speaks of, in favor of our securities, is likely 
to be of slow growth in Great Britain. Some time must of neces- 
sity elapse before the discredit which foreign securities have incurred 
will disappear. In England it is well known that the classes of 
small investors to whom we must look as the chief purchasers of 
our bonds, have been profoundly perturbed by the losses of past 
years in foreign investments. Such a deep and general discredit 
is not easily removed, and we ought not therefore to be much 
surprised if it extends to securities which do not deserve it. 

Again, we may do well to remember that the investing classes to 
which we refer are not so well off as formerly. The depression of 
the last two or three years has reached them, so that they have 
less money to invest. Making due allowance for the delay from 
these and like causes, there is some evidence in the facts before 
us to confirm the opinion, that a number of favorable circumstan- 
ces are working together *in aid of American credit in Europe, 
while other influences which have for years been adverse are act- 
ing with diminished force. On the whole, it would appear probable 
that English capital during the next three or four years will 
not only seek our Government securities, but will also flow into 
carefully selected railroad, municipal, and real estate investments. 
For it is believed that in no other country can such investments 
be found equally safe, remunerative, and attractive. 

A mistaken notion prevails in some quarters as to the real 
extent and importance of the railrbad defaults in this country 
since the panic of 1873. Some of the errors which have been 
current at home and abroad on this subject were exposed in a 
recent article, in which we gave the details of every railroad 
default up to December, 1874. By reference to our article, Vol. 
IX., p. 453, it will be seen that the railroad defaults at the close 
of 1874 affected 115 railroads, and comprised bonds of the par 
value of $525,294,867. Of these defaulted corporations, 17 had 
resumed payment, or had concluded arrangements with their cred- 
itors. The amount of bonds so adjusted in December, 1874, was 
$ 98,350,995. Thus the aggregate of bonds in default was reduced 
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from 525 millions to $ 426,943,872. This list was compiled by us 
with great care from returns we obtained from the various com- 
panies, and we announced that the aggregate of defaults would 
receive some notable additions during the year 1875. This pre- 
diction has been fully verified. The number of defaulting railroads 
has been increased, and the aggregate of the bonds tainted by 
default has risen from 525 millions to 784 millions, showing an 
increase of 259 millions. An encouraging feature is the rapid 
progress of settlement. The reconstructed bonds amounted a year 
ago to 98 millions; their sum is now 250 millions. Hence we 
find that the railroad bonds at present in default are only 533 
millions, against 426 millions in December, 1874. We compile 
from the Financial Chronicle the following details of the progress 
and present condition of the defaulted railroad securities: 


PRESENT CONDITION OF DEFAULTED RAILROAD BONDS, JANUARY, 1876, 


Total bonds of 37 companies first defaulting prior to 1873... .$ 134,684,600 
Total bonds of . companies first defaulting January’ ay siti 

September 20, 1873 91,740,500 
Total bonds of 25 companies first defaulting September 20 to 

December 31, 1873 152,633,250 
Total bonds of 72 companies first defaulting in 1874 265,306, 70 
Total bonds of 25 companies first defaulting in 1875, 140,448,214 
Total bonds of 3 companies first defaulting January 1, 1876.. 4,494,400 


Total bonds of 197 companies defaulted $789, 367,665, 
Arrangement according to condition of companies: 

Bonds of 18 companies already funded or settled $91,549,250 

Bonds of 64 companies settling or remaining without litigation 151,369,500 

Bonds of 71 companies having foreclosure or other suits pend'g 387,079,615 

Bonds of 44 companies foreclosed or re-organized 159,373,300 


AEE OE GF COMIPONOD a5 a5 ois oisi6isicik sas veasins nccdesssceeeeeres ces 789,367,665 


Bonds of companies now in default unsettled $ 538,445,115 


Proportion of grand total estimated to have been held in the 
United States $ 535,967,665 
Proportion estimated to be held abroad 


$ 789,367,665, 


It is important to observe, in regard to these bonds of rail- 
road companies in default, that an excessive proportion of them 
are held abroad. We estimated that there were in December, 
1874, 390 millions of American railroad bonds owned abroad, of 
which 148 millions were then in default. Since that estimate was 
made our foreign friends have been still more unfortunate. They 
have bought no more bad bonds from us; but of those they pre- 
viously held, 100 millions more have defaulted. These foreign 
capitalists now hold 253 millions of defaulted bonds out of the 
390 millions which we estimated as their total holdings of Amer- 
ican railroad bonds in 1874. In other words, the weak and reck- 
less railroad managers, who, like the Emma Mine projectors, were 
unable to raise money in Wall street, were more successful in 
Hamburg, Frankfort and London, where pliant bankers were tempt- 
ed by large commissions to recommend and sell worthless securi- 
ties to credulous investors. What is singular about this movement 
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is, as we have said, the stolid pertinacity with which the foreign 
markets refused our best railroad securities and preferred our 
worst. In this country our capitalists hold railroad investments 
of the total value of more than 4,000 millions of dollars. The 
proportion of defaulted bonds held in this country is estimated: at 
536 millions, or 14 per cent. of the whole. On the other hand 
the foreign investors in our railroads, out of a total investment of 
less than 400 millions, have been so misguided as to take 
defaulted bonds to the amount of 253 millions, or 65 per cent. of 
the. whole. 

Many persons have supposed that the bad success of past in- 
vestments will discourage future investments and repel foreign 
capitalists from our best railroad securities. Such an inference. is 
not warranted by the experience of Wall, Street or by the course 
of financial investments generally. When a man ioses money in 
Wall Street he does not usually quit speculation, or turn his. back 
upon it forever. Nor in international investments of capital do 
the first losses quench the hopes of compensation by future. gains. 
Moreover, in the case of American railroad bonds the evidence is 
so conclusive that the losses have been due to want of discrimi- 
nation, and to a reckless choice of bad investments when good 
ones could have been had as cheaply here as any where else in 
the world. The men who find so much to say against our rail- 
road system because of its defaulting and crippled corporations, 
should bear in mind two facts: First, the defaulted bonds owe, 
most of them, their very existence to the reckless credulity of the 
foreign investors themselves. The bonds they hold were not fab- 
ricated for sale here, and could not have been used here in any 
way but for the prestige given to them in foreign markets. We 
have just reason to complain of the elements of weakness and of 
danger which have thus been introduced, by the co-operation of 
the suffering foreign investors, into our railroad system. 

Secondly, the traducers of our railroad credit need to be re- 
minded that the defaulted securities are a small proportion of the 
aggregate railroad investments in the United States, and that the 
net. earnings of our railroad system amount to 434 per cent. a 
year upon its total construction. This average of net. earnings is 
not surpassed by the best European systems of railroads. our 
last. report of the railroad network of Great Britain we showed 
from official statistics that the percentage of net receipts to total 
capital decreased from 4.43 per cent. for 1871, and 4,51 per cent. 
for 1872, to 4.35 for 1873, and to 4.14 for 1874. In the United 
States our railroad network earned on the average 4.96. per cent. 
in. 1873, and 4.50 in 1874. 

Finally, the view we have taken as to the hopeful prospects.of 
our railroad securities abroad is confirmed by the fact that the 
foreign negotiation of American railroad securities has received a 
new impulse of late, and that while new and unknown. companies 
stand no. chance at all and can not even get a hearing abroad, 
the bonds.of corporations of established credit are rising. in favor. 
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COMMERCIAL FAILURES AND THEIR INDICATIONS. ~ 


As practical finance becomes more perfectly understood, the 
business failures of any commercial country are more generally 
recognized to be a test by which valuable knowledge can be in- 
ferred as to the condition of productive industry. Thus in the 
history of the paper money periods of the Napoleonic wars of 
Great Britain, there is scarcely any fact so often cited as evidence 
of the real condition of business, as the annual crop of failures 
which the season produced. In every country where the aggregate 
of failures are officially kept on record, this class of statistics are. 
of great and acknowledged value as economic data; for they help 
us both to measure and to demonstrate the real progress which is 
being made by the National wealth and productive power. In 
view of these facts, it is singular that the Governments of Europe 
have given so little attention to this branch of commercial statis- 
tics. In England the statistics of commercial failures are more 
complete than in any other European country, but of late years 
there have been in the United States statistical reports of business 
failures still more complete and full. We are reminded of this fact 
by the quarterly report on this subject issued by Messrs. Dun, 
Barlow & Co. The statement for the three months ending March 
31, 1876, is compared with that of the previous year in the follow- 
ing table, which shows how active is the process of liquidation in all 
parts of the country. It is not so easy for a man to cover up 
his insolvency as it was before 1873. Some have supposed that 
these failures have a récent origin, and that they are a sign of 
evil omen for the financial future. We do not accept this view 
of these disasters. They have most of them proceeded from losses 
of past years. If so, the cutting off of the unsound member ought 
rather to be regarded as salutary. It results from a process of 
pruning which only cuts away the dead, rotten wood from the 
tree of mercantile credit, and allows the sound limbs to grow all 
the better afterward. With few exceptions, the failures we are con- 
sidering result from two causes, First, they come, from losses out- 
side of the regular business of the bankrupt, or connected with the 
dangerous expansion of his credit within his business; or secondly, 
they result from a want of economy, and from the bankrupt allow- 
ing his expenses at home and at his store to eat up both his cap- 
ital and his credit. Now if it is the salutary function of these 
severe disasters to purify our commerce from both these evils, and 
to teach our mercantile men not to speculate with their own money. 
or with that of their creditors, but to keep honestly within the bounds 
of legitimate business, and to practice there the severe economies 
which were formerly held in honor,—the process, we repeat, must 
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be regarded as salutary even if it be also harsh. But for this con- 
sideration, it must be admitted that the increase of the failures 
during the last few months is so great as to awaken considerable 
anxiety. From the subjoined tables it will appear that the amount 
and number of these failures during the past half year have been 
greater than in the previous nine months. 


COMMERCIAL FAILURES IN THE UNITED STATES AND CANADA, 
First Quarter in 1876. First Quarter in 1875. 


— ST ES 
States and Territories. No. of Amount No. Amount 
Failures. of Liabilities. of Failures. of Liabilities. 


$256,300... 15 .. $366,000 
MO ks Oe 27,000 
1,201,398 .... 61 ws 675,971 
50,000... «se sai 
1,722,394 297,761 
,000 eke 
85,000 65,000 
4477 28,824 
160,000 


30,000 
2,080,276 1,037,300 
2,385,018 


Colorado 
Connecticut 


on 
m: 


3,500 
2,962,500 
3,097,200 
1,322,521 
1,180,080 

171,500 
1,218,653 1,196,000 
553,525 305,831 
669,450 bare ov veee 
703,492 «see 4: 780,435 
4,022,560 er ++ 5,514,000 
-- 6,157,000 Said ti oa men 
Michigan ae -»  31444,839 Aloe = 5II,O41 
Minnesota .... ee 263,477 aati t 250,000 
Mississippi as 311,046 .... ep 418,450 
Missouri é re 653,200 sane - 1,199,550 
City of St. Louis me 580,933 avis oe aaee 
Montana os 55,000 bakes ‘ eee 
51,200 mos 120,000 
New Hampshire xe 217,500 wxiate oie Pee = 
New Jersey a 657:747 woe ae 81,758 
New York -- 6,035,968 © .... + 2,694,562 
City of New York «+ 9,513,548 eee 8,490,500 
North Carolina a 482,585 és 123,000 
Ohio -. 2,113,005 eden +» 1,187,155 
City of Cincinnati a sees we ° code 
Oregon <a eee dare “4? 6 on 
Pennsylvania ce Pe? «+ 4,927,606 
City of Philadelphia ie was ie a sees 
Rhode Island 
South Carolina 
‘Tennessee 


8 
52 
6 
62 
3 
6 
I 
5 
68 
I 
132 
52 
92 
98 
19 
68 
I2 
40 
Ae 


City of Chicago 
Indiana 
Iowa 


1,661, 349 
376,265 
83,300 
Kentucky’ 


> aABSRL: B: Bau: 


Maine 
Mary 


¥ 


Virgiria and West Virginia. or * a 
Washington Territory. aa ane ee ee 
Wisconsin ........ 4 ee bee oa 


es $38,873,222 
$7,418,030... .. $4,141,340 
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COMPARISON OF FAILURES OF LAST SIX MONTHS WITH THOSE OF PREVIOUS 
NINE MONTHs. 
Failures in United States. Failures in N. Y. City. 
No. Amount. No. Amount. 
i. 1 to Mar. 31, 1876 -- 64,644,156 .... 313 .. $9,513,548 
ct. r to Dec. 31, 1875 “fi 70,888,850 .... 405 .. 17,567,317 


Total for six months a $135,533,006 an 718 .. $27,080,865 


July 1 to Sept. 30, 1875 1,771 .. $54,328,237 .... 211 .. $16,933,850 
April 1 to June 30, 1875 te 93,067,313 «... 198 .. 6,272,000 
Jan. 1 to Mar. 31, 1875 iva 30,990,599 2... IF .- 8,490,500 


Total for nine months "i $126,322,072 ina 536 .. $31,696,350 


Some important points are suggested by this table in regard to 
the distribution of the failures. Several of the Western States show 
a larger proportion of these disasters than for some years. _ Illinois, 
Ohio, Michigan, and Wisconsin all show a considerable increase. 
This increase of failures in the West is the more noteworthy, as 
the Western States have heretofore suffered less from the effects of 
the panic of 1873 than other sections of the country. A similar 
principle is illustrated by the Southern States, in which the effects 
of the depression were not conspicuous till last Autumn. In the 
foregoing table it will be seen that Georgia and Virginia and some 
other States show a considerable percentage of increase. In the 
opinion of some commercial writers, failures are the Nemesis which 
follows the footsteps of those traders whose credit does not deserve 
to survive. This sentiment is discussed as follows in the report 
before us: 

“ A condition of expansion such as the large expenditures of 
the war induced, and which a vastly increased currency caused to 
be perpetuated, could not take place without stimulating trade un- 
duly, and causing such large numbers to enter commercial pursuits 
as to crowd all the avenues of business with more than an adequate 
number even when trade was at its best. But now that there is but 
little business to be done beyond supplying the restricted wants of 
the people, the excessive number in trade must be lessened, and 
the struggle for existence, the doctrine of the survival of the fittest, 
receives a fresh illustration. It is to be deplored that the large 
army of traders, whose services are no longer required, cannot 
retire from the field except through failure. The voluntary with- 
drawals from business are in far less proportion than they should 
be in view of the great reduction in its extent. Although failures 
are generally regarded as the most marked indication of a bad 
condition of trade, it appears as though this was the only process 
by which the number engaged can be lessened, so that those who 
remain may make profit enough to yield a living? 

In the treatment of bankrupts and insolvents as administered in 
modern times, we find two opposite systems of policy, the merciful 
and the severe. The latter is the more ancient, and prevails for 
the most part in Europe; the former is the more modern policy, 
and it has long been popular in the United States. Notwithstand- 
ing the numerous abuses to which this merciful treatment of unfor- 
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tunate traders may give rise, there is little doubt that it will con- 
tinue to flourish in this country as more in accordance with Amer- 
ican institutions. Still this policy needs to be tempered and guarded 
by some judicious restrictions, such as are above suggested. 

Considering all the circumstances of the past two years, the 
failures in some departments have fallen below expectation. This 
fact indicates previous accumulations of capital, limited internal 
indebtedness, and a sounder condition of credit than was supposed 
to exist after all the waste of war, excessive taxation, an increased 
currency, and the expansion which followed. Though the year 
has resulted very rarely in profit, and much more frequently in 
loss, there is much to encourage confidence in the ability of the 
commercial community to wait for better times. The inspiriting 
National event of the Centennial year will, it is believed, for a 
time, infuse considerable activity in some localities. A great 
influx of visitors from abroad, and the necessary circulation of 
money in the movement of large numbers of our own population, 
can hardly fail to vitalize some drooping interests. This tempo- 
rary impulse may be taken advantage of in the progress toward 
prosperity; but the revival of a sound business activity must rest 
on the basis of honest thrift and economy, less fixed and more 
floating capital, a reduced cost of production, a prudence in 
trade, a reduction of living and business expenses, a lessened indebt- 
edness, and a closer scrutiny of credits. 


—_—= 


DOES CURRENCY CONTRACTION DESTROY CAPITAL? 


It is well known that the active currency of this country, for 
two or three months past, has suffered a sharp contraction in its 
volume. By the operation of the laws of June, 1874, and of 
January, 1875, the redundant circulation of greenbacks and 
National Bank notes has fallen more rapidly than in any similar 
period since the famous contraction movement during the admin- 
istration of Mr. McCulloch. Among the questions that have 
been raised in consequence of this salutary restriction of the 
depreciated and excessive issues of paper money, one of the 
most recent, if not the most important, is whether the contraction 
of the currency is not a destruction of capital. If, as some say, 
“the issue of bank-notes creates. new capital, does not their 
destruction,” we are asked, “destroy capital?” The fallacy that 
underlies this question has been often affirmed, and as often 
refuted. It confounds debt with credit, and both with real wealth 
or capital. It assumes that a bank, by simply increasing its 
promises to pay, contrives in some mysterious way to increase 
the aggregate capital of the community, which is the same thing 
as to say that a nation, by augmenting its debts, will increase by 
the same act its wealth. Although mischievous errors have pre- 
vailed on this subject, both here and abroad, still it is certain, 
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and a careful analysis and examination of the subject will 
abundantly prove, that banks have no power whatever to create 
capital. They can “collect,” as Wolowski says, and they can 
“utilize,” the dispersed capital which might otherwise be useless 
to the community, but they never create capital; and it is a 
serious economic heresy to think otherwise. As this heresy lies 
at the bottom of the sophistical reasoning for which innumerable 
speeches in and out of Congress are distinguished, its refutation 
is of vital importance to the country in the present state of the 
banking system, and of the National finances generally. In all 
such discussions it is first of all needful to define the economic 
terms we have to employ. The chief of these terms are 
“credit” and “capital.” Now, as credit in the old Roman law 
has been defined with sufficient clearness to be ahena pecunia, 
“other men’s capital,” we will pass on to the question, What is 
capital? The capital of any man consists of his property and 
his legal right and dominion over it. The capital of any com- 
munity is that aggregate mass of property which belongs to all 
its people. It comprehends all rights, claims, and other things 
possessing exchangeable value,—which can be sold or bartered, 
lent or hired. We call by the name of capital all those things 
which people desire and are willing to buy, whether the com- 
modities are desired (1) for immediate consumption, to supply the 
necessities and comforts, the decencies and the luxuries of 
life; or (2) whether they are chiefly intended to be employed in 
production, and as instruments by which other things can be 
created for sale, or for consumption, or for hire. Some econo- 
mists confine the term capital to property destined to the second 
of these two purposes, while the first is called by them “riches 
or wealth.” Thus all capital, according to these authorities, con- 
sists of instruments of production. Whichever definition we 
accept, it is clear that lands, houses, work-shops, factories, rail- 
roads, canals, provisions, clothing, fuel, merchandise, raw materials 
of every kind, ships, utensils, machinery, and other such property, 
are various forms of productive capital. If the farmer wishes to 
cultivate more fields, or to cultivate his present fields more highly, 
or to make improvements on his farm, or to extend his operations 
in any way, the capital he stands in need of, and must acquire 
by loan or purchase, is land, cattle, horses, sheep, implements, 
seed, food and clothing. If a manufacturer desires to enlarge 
his operations, the capital he requires must assume, before he can 
use it in production, the form of buildings, machinery, raw mate- 
rials, and wages for his workmen. If a merchant proposes to 
extend his commerce, and if he seeks loans from banks, it is 
only that he may convert these loans of money into ships, cargoes of 
agricultural produce, or of merchandise, and into wages and pro- 
visions for his crew. The capital which is the instrument used 
by these operators to accomplish their work, and to pay the 
wages and other expenses incident to their undértakings, may be 
regarded as the instrument by which he and his laborers are 
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enabled to procure some of the necessaries, decencies, or luxuries 
of life. So that, as Adam Smith pointed out, the power of any 
given population to set additional industry in motion, both aug- 
ments, and is augmented by, the amount of its capital, as above 
described. Now, it is a direct result of Adam Smith’s principle, 
that the mere emission of bank-notes adds nothing to the mass 
of capital previously existing. It creates neither lands, houses, 
machinery, ships, raw materials, provisions, raiment, gold, silver, 
nor any other conceivable thing that helps to swell the aggregate 
mass of National or individual capital. In fact, a bank-note is 
nothing but a promise to pay on demand a certain sum of lawful 
money; and it is easy to be seen that a promise to pay is not 
the actual payment itself, and that no conceivable number of such 
promises can ever constitute one atom of the thing promised. 
As well might it be alleged to a bankrupt’s creditors that their 
debtor’s promise was payment. As well might we declare to a 
man perishing of starvation that a baker’s promise of a loaf of 
bread was bread itself, or to a shivering man on a cold day that 
a tailor’s promise to deliver a suit of clothes would protect him 
the same as the suit itself. The demonstration is so plain that 
when it is once pointed out no one can fail to perceive the 
falsehood of the theory that bank-notes or any such _instru- 
ments can create or be transmuted into the thing they promise 
to pay. How, then, it may be asked, do the issues of paper 
credits by banks of circulation operate upon the community? and 
by what magical process have they, at times, in this country and 
abroad, produced the appearance of increasing wealth soon after 
they have been established? This is an important phenomenon, 
and if closely examined it will help us to understand several 
important facts about credit and capital. It will also dispel much of 
the delusion by which the inflationists are misled as to the mys- 
terious power of production which they suppose to be conferred 
upon a number of individuals when they are incorporated by an 
Act of Congress. Wolowski explains the chief facts of this pro- 
cess very simply. He tells us that bank-note issues collect and 
condense in a form fit for use the diffused wealth which is float- 
ing among the people, and thus facilitate the transfer of the 
existing capital of the country. This function they perform, not 
by creating any new capital, but by economizing existing capital, 
and by giving purchasing facilities to a new set of dealers with 
bank-notes in their hands, who are thereby enabled to purchase 
on the credit of the bank what they could not buy so readily 
with their own credit. As the owner of goods will trust the 
bank, although he would not trust his customers, a bank-note has 
been defined as a draft in favor of the borrower, given by the 
bank upon the public, to deliver to him a certain amount of capital 
of any description he may want, the bank promising any one 
who may honor its draft to pay on demand an equal amount of 
lawful money. That this is the case the following demonstration 
will prove. Let us suppose a bank with a capital of a 
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million of dollars. After this capital is all loaned out it is very 
evident that the bank has no more to lend. Abel Jones offers a 
note for discount, having sixty days to run, for $1,000, and the 
bank discounts it by giving $1,000 of its own notes, payable on 
demand. These notes, as above shown, are not capital, but a 
promise to deliver capital, and it is only because the bank 
supposes that no demand will be made upon it before the expi- 
ration of sixty days, when Jones’s note will become due, that 
it considers itself safe in exchanging notes with him for that 
length of time. If the notes come back for payment before the 
note is paid, it is evident that the bank cannot fulfill its promises 
to deliver capital, without borrowing from some one else, or 
without compelling some of its other debtors to pay; and what 
is true of Jones’s note is true of all other notes and obligations 
which the bank may discount in exchange for its own notes. 
With these facts in view, no thoughtful man will contend that 
Abel Jones borrowed cafital of the bank, as did all the other 
borrowers who preceded him. What Jones borrowed was neither 
more nor less than the credit of the bank. And the question 
may be very naturally asked, Why should Jones be willing to 
borrow the credit of the bank, and to pay for it at the rate of 
seven per cent. per annum, when his own credit is so good that 
the bank is willing to take it, and to risk their own credit upon 
it by trusting him for sixty days with $1,000 of their notes? 
The solution of this problem is very obvious. It calls into view 
another of Adam Smith’s great principles,—that of the division 
of labor. A banker is a man whose business it is to understand 
credits, and the men who ask them. A good bank is an insti- 
tution whose credit is attested before the public, and is of greater 
notoriety than the credit of Abel Jones, or of any private citi- 
zen. Everybody who has goods to sell will trust the bank, 
because its solvency is attested. Hundreds of thousands of per- 
sons have heard of the bank, who have never heard of Abel 
Jones. Hence there are thousands of persons who will trust the 
bank to one who will trust Jones, however solvent he may know 
himself to be. This universal confidence in the credit of the 
bank it is, in connection with the known fact that its notes will 
pay the debts due to the bank for the million of dollars first 
loaned as readily as lawful money, which renders them universally 
receivable; and as everybody who holds them knows that he 
can at any time receive whatever he wishes to buy with them, 
no one is in a hurry to send them home to the bank for pay- 
ment, and on that account they remain out of circulation for a 
long or a short time, by which the bank gains interest, whilst 
the holders of its notes lose no more than they would lose upon 


an equal balance kept on hand in money. This, then, is one 
of the reasons why in any country the credit of any solvent 
bank in good standing is fully worth the whole price which the 
public pays for it. There are other reasons equally obvious, 
and still» more cogent, which are connected with the National 
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banking system. These we have often expounded, and we need 
not in this place refer to them, though they would greatly 
strengthen our argument. Enough has been said to refute the 
fallacy that bank issues create new capital, or that a bank by 
emitting ‘its notes can accomplish anything else than simply to 
lend its credit to individuals, so as to enable them to buy on 
better terms, and to borrow in a more convenient way, and with 
less loss of time, the capital of others, than they could with 
their own credit. In other words, the notes of a bank, whether 
under our National banking system or not, are a species of 
certificates of deposit. The note-holder is in a certain sense a 
depositor in the bank. Accordingly, it has been remarked by 
Mr. Bagehot, that in all modern commercial countries the ten- 
dency of bank development is to increase the deposits of the 
banks, and to diminish the proportionate value of the notes. 
Mr. Bagehot’s principle suggests another set of cogent arguments 
in addition to those above given, for the doctrine that a bank- 
note is no more able to create capital than is a bank deposit. 
For every person must see that what a bank does when it issues 
its notes to Abel Jones is a precisely similar act to that which it per- 
forms when it gives to the same Jones a credit in its books. 
This being so, the position is established that the wholesome con- 
traction of the currency which is now going on does not destroy 
capital, but that, being produced by natural causes, it is simply 
bringing down the circulation toward its legitimate level. 


io 


THE SUPREME COURT ON EMIGRATION. 


Several new aspects of the emigration question seem of late to 
be forcing themselves on the public attention. . One of these is 
connected with the withdrawal from our State authorities of the 
control over emigration which has been exercised under the law 
of May 5, 1847. That statute created the system of supervision 
which for nearly thirty years has worked so well, and is generally 
acknowledged to have been during the most of that period remark- 
ably pure and efficient in its management. This system, as is well 
known, derives its revenue from a commutation fund paid by the 
steamship companies on every alien immigrant. This fund is ad- 
ministered by the Commissioners of Emigration, who have assumed 
the responsibility imposed on parties bringing emigrants to New 
York, of indemnifying every city, county, and town of this State 
against such immigrants being a charge on them during the first 
five years after their coming to this country. The Commission - 
since May, 1847, has supervised the landing of more than 6 mill- 
ions of emigrants, with their baggage. It has provided and cared 
for 1,717,838 alien immigrants for a greater or less period during 
. the first five years subsequent to their arrival. It has treated and 
cared for 547,209 sick immigrants in its various hospitals. It has. 
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supplied 485,669 with temporary board and lodging or pecuniary 
assistance. It has provided 400,187 with employment through its 
labor bureau. It has forwarded to inland destinations or returned 
to Europe at their own request, 58,122. It has relieved and pro- 
vided for 226,651 in various counties and institutions of the State. 
Under this head the sum of $1,411,474 has been reimbursed by 
the Commission to various counties and charitable institutions. 
The Commission has also cared for in its various asylums and sent 
back, at its own expense, to their native countries, many who have 
passed through New York to other States, possessed of health and 
supplied with money, which they subsequently lost, and returned 
to this State in penury and extreme want. It has cured many 
cases of sickness of emigrants destined to enrich other commun- 
ities with their money, capital, and labor value unimpaired. As is 
well known, the chief nations from which this emigration has come 
are Germany and Ireland. The emigrants from these two coun- 
tries form about two-thirds of the whole influx. About 80 per 
cent. of the emigrants to this country enter it through the port of 
New York, although of course the benefits of this vast addition to 
our population have been diffused all over the Northern portions of 
the Republic. Less than 45 per cent. of the immigrants remain 
within this State, even from the first year from their arrival, and after 
that a much smaller proportion; but, of course, the tendency is for 
a larger portion of those who become the objects of public charity 
to fall upon the city and State of New York. Although these ben- 
efits have been conferred, and although the important function of 
protecting the emigrants from extortion, deception and wrong to 
which they are exposed, can only be performed by a machinery 
such as has been organized and set in operation by the laws of 
this State, still, as we have said, the control which has been in 
force for so many years has been taken away, and the system 
established for so many years must come to an end. That this is 
the inevitable result, is predicted by Governor Tilden in his mes- 
sage of April 12, 1876. To avert it, he asked that the State Leg- 
islature would interfere and advance the necessary funds to carry 
on the work of the Emigration Commissioners for the present year. 
This work, as we have said, is twofold. It includes, first, the pro- 
tection of the emigrant from extortion and plunder when he enters 
this country, and secondly, the protection of the country against a 
burden of pauperism. It is impossible to overestimate the value of 
these advantages, but, as Governor Tilden intimates, they may be 
secured by Congressional legislation. Such an act, indeed, is now 
pretty sure to be passed for that purpose. And if so, the neces- 
sity for State interference and for the consequent addition to the 
burdens of State taxation will be taken away. ‘The funds of the 
Emigration Commission have heretofore been derived from the 
head money above referred to, which has been found till of late 
amply sufficient. By a decision of the Supreme Court it has lately 
been affirmed that the State governments have no right under the 
Constitution of the United States to charge with head money 
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either emigrants to this country or the shipmasters who bring 
them. Such a right to charge head money is pronounced to be 
inconsistent with that clause of the United States Constitution 
which gives to Congress exclusively the “right to regulate com- 
merce with foreign nations.” 

The decision of the Supreme Court which has caused so much 
agitation, is that of Henderson vs. Wickham. It was rendered 
March 26, by Mr. Justice Miller. It begins with a recital of the 
old and famous case of The City of New York vs. Miln, 11 
Peters, 103, wherein the Supreme Court held that the Constitution 
of the United States does not forbid the State authorities from ex- 
ercising “police powers towards arriving immigrants, so far as to 
require a report such as is presented in the New York statute of 
February 11, 1824. This law required the masters of all passenger 
vessels to report the name and age of each passenger landed in 
New York, with his occupation and last place of settlement. In 
the principle of law thus established, the Court in the decision before 
us expresses a guarded assent, qualified by the statement that it 
was dissented from by Justice Story, who, “in his opinion, said 
that Chief Justice Marshall, who had died between the first and 
second arguments of the case, fully concurred in the view that the 
statute of New York (of February 11, 1824) was void, because it 
was a regulation of commerce forbidden to the States.” Judge 
Miller, after this opening, proceeds to establish by a very elaborate 
argument the exclusive control of Congress over immigration as a 
branch of the foreign commerce of the United States. Immigra- 
tion is, he says, “in an eminent degree a subject which concerns 
our international relations, in regard to which foreign nations ought 
to be consulted and their rights respected. The laws which gov- 
ern the rights to land passengers in the United States from other 
countries, ought to be the same in New York, Boston, New Or- 
leans, or San Francisco. Congress can more appropriately, and 
with more acceptance, exercise the needful authority than any 
other body known to our law, State or National. By pro- 
viding a system of laws in these matters applicable to all ports 
and to all vessels, a serious question, which has long been a mat- 
ter of contest and complaint, may be effectually and satisfactorily 
settled. Whether in the absence of such action the States can, or 
how far they can, by appropriate legislation protect themselves 
against actual paupers, vagrants, criminals, and diseased persons 
arriving in their territories from foreign countries, we do not 
decide.” 

We have given at some length the important points of this de- 
cision, for several reasons. First, because it was proper to set at 
rest some errors and misconceptions which prevail as to the real 
force and meaning of the decision of the Supreme Court. As will 
be seen, it does not declare directly that the New York Emigra- 
tion Commission or its work is unconstitutional and must cease. 
What it does is to stop that work indirectly by destroying the 
revenue by which it is carried on, and by forbidding the imposition 
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of a head tax on immigrants. The Supreme Court thus takes away 
the income of the Commission, but it does not otherwise interfere 
with their efficiency. Hence we see the grounds of the application 
made by the Commissioners, in the memorial of April 5, to 
the State Legislature for an appropriation of money. The 
sum asked for is $ 322,188, to meet the expenses of the current 
year. Except they can obtain pecuniary help, either from the State 
or from Congress, the Commission state that they will have to 
close their work during the present month of May. Secondly, we 
wish to show the necessity of immediate legislation by Congress. 
If this can be accomplished promptly there will be the less need 
for any new burdens of taxation to be laid at the present inop- 
portune moment upon the State of New York. Eventually the 
subject will of necessity have to be acted upon by Congress. The 
needful legislation should be immediately devised, and a better 
system could scarcely be chosen than that which for more than a 
quarter of a century has worked so well in New York. 


Se ee 


THE MORTGAGE TAXES IN CALIFORNIA. 


Among the special efforts for the reform of our State taxation, 
perhaps the most recent and conspicuous are those of the Union 
League Club, whose committee appointed to report upon the un- 
equal pressure and mischievous effects of our State fiscal system 
has prepared two memorials to the State Legislature, which have 
received a large number of influential signatures. Of these memo- 
rials, the first shows the need of a reform in the State laws gov- 
erning taxation. It is affirmed very justly, that by the present 
defective system, a burden of tax is imposed “so onerous as to 
become a cause for alarm and discontent ;” that an unnecessary 
antagonism is created between the agricultural, manufacturing and 
commercial interests; that a great variety of corporate and other 
interests escapes taxation; that public sentiment acts so directly 
upon the officers charged with the duty of assessment, as to impair 
the execution of their duties as required by the law. It is there- 
fore asked, that a commission be appointed to make a careful in- 
vestigation of the subject. The other memorial urges the necessity 
of giving to the city of New York a representative in the Board 
of State Assessors. It sets forth the fact that the State Assessors, 
in adding to the valuation of property, have burdened it with new 
and unjust taxation. It also urges that New York city pays more 
than one-half of the entire State tax. As no reference is. made in 
either of these documents to the notorious abuses and oppressive 
evils of the taxation of mortgages, we presume that the question 
will be taken up hereafter by itself. The agitation about the mort- 
gage tax is very active in almost every wealthy State of the 
Union. We shall in an early number recur to this subject, and 
trace the course of recent legislation in New Jersey and elsewhere. 
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In our February number, page 678, we refer to the decision 
of the Supreme Court of California in 1872. Another decision has 
lately been rendered, declaring the mortgage tax invalid. We com- 
mend the attention of all fiscal reformers to the principles and 
rules laid down in this case. It is entitled “The People vs. The 
Hibernia Savings and Loan Society,” and the opinion of the Court 
was delivered by Mr. Justice McKinstry, three other Judges con- 
curring and one dissenting. ‘The principles laid down in this 
opinion are undoubtedly sound, and they cannot fail to exert a 
salutary influence on the fiscal legislation of the various States. 

The evils resulting from the taxation of mortgages are so no- 
torious, and the necessity is so generally recognized of protecting 
the community against them, that we need not be surprised 
if the agitation for their repeal should receive a remarkable 
impulse during the next five years. Meanwhile the decision of the 
California Supreme Court will be frequently cited, and is therefore 
otherwise worthy of careful perusal. It begins by citing the provision 
of the Constitution of California, which authorizes the taxation of 
real estate and personal property. There is nothing peculiar about 
this provision, which is substantially the same as that found in the 
Constitution of New York, and of the other States. It is cited by 
the Court as follows: “Taxation shall be equal and uniform 
throughout the State. All property in this State shall be taxed in 
proportion to its value, to be ascertained as directed by law; but 
assessors and collectors of town, county, and State taxes shall be 
elected by the qualified electors of the district, county, or town in 
which the property taxed for State, county or town purposes is 
situated. (Constitution of California, Article x1., Section 13.) 

It is not generally known, that this brief section, which, as we 
have said, is substantially the same as the tax section of all the 
States in this country, comprises one of the most ancient tax sys- 
tems in existence. It was brought to this country from England 
by the Pilgrim Fathers, and it prevailed three hundred years ago 
over the whole of Europe. It was contrived for a much simpler 
state of society than that which at present exists in Christendom. 
This ancient tax system has undergone many changes and reforms, 
the history of which in Spain, France, Germany, England, and 
other countries, would form an extremely interesting and instructive 
volume. The causes of these reforms arose partly from the grow- 
ing spirit of liberty, and partly from the abuses inseparable from 
the system itself. As we shall presently see, these reforms were 
also favored by the heavy fiscal demands of the European govern- 
ments, and by the absolute necessity of devising some better means 
of distributing the burdens of taxation, so that they would be more 
tolerable to the people. In this country, before the war, our tax- 
ation was so light that these reforming forces were never brought 
fairly into play. Hence it has happened that this ancient tax sys- 
tem, which Europe has either discarded or greatly improved, still 
remained in force in this country in its original crude form, and 
constitutes to this day our only fiscal system for State purposes. 
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This system assumes that the real estate and the personal property of 
a community constitute two fixed masses of wealth, which are 
divided up amongst the individual citizens, each of whom owns 
his share and is bound to pay his assessed tax thereon. The diffi- 
culties in the present day of practically carrying out this simple 
and crude view of the National wealth with its fiscal obligations, 
are analyzed with much clearness, and are applied to the mortgage 
tax with much force in the opinion of the Court, as follows: 
“There is no provision in the political code of California which 
requires, in terms, that debts secured by mortgage shall be taxed. 
That code requires that all property shall be taxed, and section 17 
declares: ‘The words “personal property” include money, goods, 
chattels, evidences of debt, and “things in action.”’ Unless the 
provision of the Constitution above quoted restrains or limits the 
power of the Legislature, so as to prohibit the taxation of ‘evi- 
dences of debt and things in action,’ it is the duty of the assessors 
to assess not only mortgages, but all debts ‘solvent’ or not solvent, 
and also all rights of action, whether arising ex contractu or ex 
delicto. And this, first, because it is the established law that all 
property must be taxed, and the Legislature has no power to ex- 
empt any property; and second, because the Legislature has de- 
clared that all property shall be taxed, and attempted to include 
in the definition of property all choses in action. But to declare 
that it is the duty of the assessor to assess all ‘things in action,’ 
is to give a construction to the Constitution which must lead to 
the grossest absurdities. The Constitution in its application to the 
various departments of the Government, and to individual rights, 
must receive such a construction as to give it a practical operation. 
There would be a contradiction in the single section of the Con- 
stitution, if it were construed as requiring that all property should 
be taxed equally and uniformly with reference to its value, and 
that the word property includes those things practically incapable 
of an appraisement, bearing any definite relation or proportion to 
other things or property. That causes of action are dependent 
on too many contingencies to be capable of appraisement which 
shall accord with any rule of equality of uniformity of value, is 
too plain for argument. Yet the Constitution requires that all 
property shall be assessed on the ad valorem principle by local 
assessors. All property which is visible and tangible is tapable of 
such assessment; choses in action are not. The word ‘property’ 
has been used in our language in several senses; but in the case 
in hand we cannot be limited to the meaning given it by the 
Code, but may also—and such is our duty—look for its meaning 
in the Constitution. The Constitution provides that no property, 
as property, shall be taxed, except such as is capable of a valua- 
tion by the assessors, which shall be ratably equal and uniform 
with that affixed to all other property. In Houghton agt. Austin 
(47 Cal., 661), it was held that taxation must be thus equal and 
uniform, and in People agt. San Francisco Savings Union (31 Cal., 
138), that a valuation by an assessor is the -very foundation of 
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proceedings for apportioning and collecting a tax on property, 
The 13th section of article x1. of the Constitution requires that 
each article of property capable of valuation shall be fixed or esti- 
mated, and the owner thereof made to pay a sum, which shall 
bear the same proportion to the whole amount levied as does the 
value of the particular property to the aggregate value of all the 
property in the State or tax district. Under our Constitution, 
therefore, the subject of taxation is the sum of all the values, 
Independent of other Constitutional restrictions, the State might 
take such portions of the wealth within its borders,—the burden 
being distributed with uniformity,—as the Legislative department 
might deem necessary for the support or defense of the Govern- 
ment. In this respect there would be no limitation, save that re- 
sulting from moral considerations addressing themselves to the con- 
sciences of individual legislators. Supposing—what would thus be 
possible in theory—that the necessities of Government required a 
tax of 100 per cent. on all values, or, what would be the result 
of such a tax, an appropriation of all the property in the State,— 
it is plain that the State would receive no benefit from evidences 
of debt due by some of her citizens to others, and payable out of 
the tangible property which the State had already taken. 

“Tt is property in possession or enjoyment, and not merely in 
right, which must ultimately pay every tax. The Legislature may 
declare that a cause of action shall be taxed, but a cause of action 
cannot pay the tax; and this because it has and can have no 
value independent of the tangible wealth out of which it may be 
satisfied. In a certain sense a promissory note or any credit is 
property. Whether ‘solvent,’ as the term is ordinarily employed, 
or not, it may be assigned for value; it would be difficult, how- 
ever, to explain why a note discounted at 20 per cent. would be 
less appropriately called ‘ property’ than one sold at par. In any 
case, a credit has no value other than the value it has acquired 
by reason of the probability that the property, having present ac- 
tual value upon which a tax is levied and collected, will be applied 
to the satisfaction of the claim it represents. He who has the 
property in possession miust be taxed on its value, and the value 
once taxed cannot be re-taxed without a violation of the Constitu- 
tional provision that each value shall be taxed proportionately to 
the sum of all the values. The sovereign power of the people 
in employing the prerogative of taxation regards not the claims of 
individuals on individuals, but deals with the aggregate wealth of 
all; that which is supposed to be unlimited is here limited by an 
inexorable law, which parliaments cannot set aside, for it is only 
to the actual wealth that governments can resort, and, that ex- 
hausted, they have no other property resource. This is as certain 
as that a paper promise to pay money is not money. It may not 
be possible in every case to show that the debtor has paid the 
tax assessed to his creditor. But it admits of mathematical dem- 
onstration,—if the other property in the State has been assessed at 
its value-—that the money which shall ultimately satisfy the debt 
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(if it is ever satisfied) has paid its tax. If it were practicable to 
assess all the property in the State at the same moment of time, 
it would be clear to every mind that an assessment of a credit 
was an attempt to transfer to it a value elsewhere assessed. It 
may happen as the assessor goes his round, that the same piece 
of tangible personal property is in fact twice taxed; but in every 
such case the presumption is that the person he first found in 
possession has parted with it for its value; that when the second 
person is assessed the first has received other property of like value 
to that twice assessed; so that the uniformity required by the . 
Constitution is maintained in effect. But if a debtor is found to 
be the owner of $1,000, and is assessed for that sum, and his 
creditor is found to be the owner of his note for $1,000, and is 
assessed for a like sum, and if the day after the visit of the asses- 
sor to the créditor the debtor shall pay his note, it is clear that 
the same value has been twice taxed, since the debtor has parted 
with his money and received only that which is certainly not tax- 
able property in his hands, and which can never afterward be 
assessed. When a debtor pays his debt he does not abstract or 
destroy any portion of the taxable property of the State; the ag- 
gregate of values remains the same. In People agt. Eddy (43 
Cal., 336), decided at the April term, 1872, this Court said: ‘The 
word “property” is used in that section of the Constitution in its 
ordinary and popular sense, and this is the general rule in the 
interpretation of constitutions and statutes, unless the context shows 
that the words are used in a technical or some arbitrary sense.’ 
With this general proposition I fully agree, but I am not prepared 
to admit that, in its vulgar sense, the word ‘ property’ includes all 
choses in action. And I feel compelled to dissent from the state- 
ment which follows in the same opinion: ‘There is no good 
reason to believe that the word was used in that section (section 
13, article x1.) in a sense materially differing from that which it 
has in other sections of that instrument.’ A single illustration will 
show that the foregoing is not literally correct. It has never been 
doubted in these arguments that gold and silver money is property 
which may be taxed. Such coins are more than promises to pay; 
they are composed of metals recognized as standards of value 
throughout the commercial world, and everywhere of purchasing 
capacity. But it has been repeatedly held that the clause of the 
Constitution (article 1., section 8), ‘nor shall private property be 
taken for public use without just compensation,’ prohibits the taking 
of money. This reason is apparent. The compensation spoken of 
is money, and it would lead to an absurdity to say that money 
should be taken for the public only in case an equal sum of money 
should be paid to the citizen when the money was taken. Such 
is the uncertainty of human language, that it is absolutely neces- 
sary to consider the context, in order to determine the sense in 
which a particular word is employed, if it can ever be employed 
in more than one. : 

“The facts of the present case do not present any question as 
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to the power of the Legislature to require the payment of a spe- 
cific sum by way of license for the transaction of a particular bus- 
iness, or the performance of particular acts. The views above ex- 
pressed remove the objection heretofore resorted to, that the cred- 
itor cannot complain if the debtor shall pay a double tax. The 
creditor can always complain, because the credit should not be 
taxed at all, inasmuch as it has no independent value, and, there- 
fore, cannot be taxed in proportion to such value (as part of the 
aggregate of value), in the manner required by the Constitution. 
And in the foregoing an effort has been made to abstain from any 
reference to the moral effects of a species of legislation which 
ordinarily transfers the burden or taxation from the lender to the 
borrower, and encourages misrepresentation and perjury, by per- 
mitting the collection of a tax to depend upon the oath of the 
creditor, based on his opinion of the solvency of his debtors. The 
case should be decided by reference to the power of the Legisla- 
ture under the Constitution. I am of the opinion that ‘credits’ 
are not ‘property’ subject to taxation within the meaning of the 
section of the Constitution above quoted.” 


DEFICIT IN THE BRITISH REVENUE. 


We pointed out some time ago the probability of a falling off 
in the British revenue from the excise taxes, in consequence of 
the depression of trade and of the consumption of excisable com- 
modities. The decline has been delayed longer than was antici- 
pated, but it has begun to set in, and as the British Government 
finds itself at the same time obliged to increase its army and navy 
expenditure, the necessity has arisen for some new source of in- 
come. Accordingly, it has been decided to replenish the Treasury 
by an increase in the income tax from twopence to threepence 
in the pound. This is, of course, equivalent to an increase of 50 
per cent. in this tax. Any heavy addition to the present fiscal 
burdens of the voting masses of the people would be a dangerous 
experiment. In the present stagnation of business, popular discon- 
tent would inevitably arise at any new impost. An ingenious 
expedient has, therefore, been contrived to render the new tax 
acceptable to the great body of the English nation. Up to the 
present time all incomes under £100 a year have been exempted 
from the tax. Hereafter the line of exemption is to be raised to 
4150. Moreover, a second principle of mitigation has been ap- 
plied, by which every person who is assessed on less than £400 
a year shall be allowed to deduct £120. Heretofore the deduc- 
tion was only £80 from all incomes under £300. These two 
concessions will lessen the burdens and satisfy the wishes of a 
great number of the present tax-payers. And this, of course, in a 
popular Government like that of Great Britain, is one of the diffi- 
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cult problems it was needful to solve. It is computed that the 
new assessment of the income tax will yield nearly a million ster- 
ling. If so, it will about meet the deficiency in the estimates for 
the current year, and will bring up the revenue to the needful 
level of 78 million sterling. As this sum is the largest which has 
ever been raised by taxation in England, it may be interesting to 
review the gradual growth of the British taxation from the earliest 
period to the present day. We find the following statement from 
the Conquest to 1859 in the well-known work of Mr. Leone Levi, 
and we have added to his table the aggregates for 1860 and sub- 
sequent years: 


GROWTH OF TAXATION IN ENGLAND. 


’ : British United States 
Sovereign. Reign. Currency. Currency. 
WEE Ei nadecdcancues.s 1066-1086 ecce £ 400,000 $ 2,000,000 

1087-1099 ---- += 350,000 1,750,000 
II00-1135 = ---- 300,000 1,500,000 
1135-1153 see 250,000 1,250,000 
1154-1188 jms 200,000 1,000,000 
1189-1198 Ss 150,000 750,000 
1199-1216 dipad 100,000 500,000: 
1216-1272 ane 80,000 400,000 
1272-1306 esoiie 150,000 750,000 
1307-1326 ee 100,000 500,000 
1327-1377 coos 150,000 750,000 
1377-1399 ---- +~—--130,000 650,000 
1399-1412 sabe 100,000 500,000 
1413-1422 core 77,000 385,000 
1422-1460 aie 65,000 325,000 
1460-1482 
1483 enue 100,000 
148 
Henry VII.....-.-.---.- 1485-15 mass 400,000 
Henry VIII 1509-1546 eens 800,000 
Mdward Vi. .........s-- 1547-155 peer 400,000 
Queen Mar 1553-155 —— 450,000 
1558-1602 ee 500,000 
1602-1622 ane 600,000 
. 1623-1647 sean 900,000 
The Commonwealth.... - 1,500,000 
Chames 10, cece cccsess 1648-1684 “*"" ) 1,800,000 
eS eee 1684-1688 2,000,000 
illiam III 1688-1701 
Queen Anne 1701-1713 
CONES Ts caasicnes ccccce 1714-1727 
George II. ..........-.. 1727-1760 


George III. .....-..-.-- 1760-1820 iss ; 


1820-1830 
Wilitam EV. .... 2.000. 1830-1837 
Victoria I 1837-1859 
. 1860-1861 
1864-1865 
1869-1870 
1874-1875 

1875-1876 wir 

.--- (estimated) 1876-1877 3, 390,000,000 





BANKER’S MAGAZINE. 


ARE CERTIFIED CHECKS TAXABLE? 


Some agitation has been produced among the financial institu- 
tions of the Western States by the announcement that the banks 
of St. Louis had received a notice from the internal revenue col- 
lector of the First district of Missouri, stating that he is directed 
by the Hon. D. D. Pratt, Commissioner of Internal Revenue, to 
demand of them “supplemental returns of the average amount of 
certified checks issued by the bank during each semi-annual period 
from June 30, 1864, to date, for the purpose of taxation.” It is 
well known that the law of 1864, which imposed a tax on certi- 
fied bank checks, specifically declared that the tax applied to such 
certified checks as were “calculated or intended to circulate or 
to be used as money.” In 1866 an attempt was made by some 
official of the Internal Revenue Department at New York to en- 
large the lawful sphere of this impost, and to compel the banks 
to pay the tax on all certified checks. As hundreds of millions of 
these obligations are issued in this city, none of which are intended 
or fit to circulate as money, but simply to pass into the Clearing- 
House and no further, the over-zealous official did not succeed in. 
his perhaps well-meant scheme, as his action was overruled at 
Washington. It was decided by the Secretary of the Treasury, 
after consultation with the Comptroller of the Currency and with 
the law officers of the Government, that the tax imposed by the law 
of 1864 on certified checks did not apply to such certified checks 
as are ordinarily issued in the business of New York, but that 
such certified checks only were taxable as were when issued to 
pass from hand to hand as money. As it is not at all likely 
that after ten years validity this ruling will be questioned in the 
United States, there is, no doubt, something of an exceptional 
character contemplated in the notice given by the efficient officers 
of the internal revenue in the Missouri district. This is the more 
probable, as we do not find that similar notices have been sent to 
the banks of any other Western cities than St. Louis. Certainly 
no such notice or claim has been presented to the banks of New 
York. Nor has any complaint reached us from any other quarter 
whatever. On the whole, we are inclined to infer from the facts, 
that there is little ground for the agitation which has been evoked. 
If the banks, either of the West or of other sections, have not paid 
their lawful taxes, of course they are just as amenable to the law 
after the lapse of ten years as at the time the taxes first accrued 
and were evaded. There is no statute of limitation by which 
Government dues of this kind can be outlawed or expire. It is 
also certain that if any of the banks in the United States have 
incurred a tax by the issue of certified checks under the law of 1864, 
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as interpreted by the Department at Washington, the checks in ques- 
tion must have differed in character and use from the ordinary cer- 
tified checks in use in New York and elsewhere for clearing-house 
purposes, for all such instruments are and have always been free 
of every tax except the stamp tax. It has been suggested that 
the checks issued by the Cheque Bank of London, if they 
were issued by any American bank, would come under the descrip- 
tion of checks intended to circulate as money. If so, these checks 
would of course be taxable under the law of 1864. As some of 
the Western banks have, we believe, published their intention to 
issue checks of this sort, the notice above referred to may, per- 
haps, have been thus elicited from the Internal Revenue Com- 
missioner. ° 


WHAT SHALL WE DO WITH OUR SILVER? 


Connected with the subject of the precious metals is one con- 
sideration which is especially important at this time. We have 
nearly reached that point in the development of our National re- 
sources, from which we can see our emancipation from the state 
of dependence and thralldom to which we have so long been sub- 
jected, and there is no one agency which can render such immediate 
and powerful assistance as the wise use of our gold and silver 
products. North America is the great reservoir of the world, hold- 
ing, it is firmly believed, three-fourths of all the geld and silver 
that in the coming century will be added to the world’s wealth. 

Judicious legislation will help us to reap this harvest, and the 
first problem that presents itself for our understanding is, why is it 
that we so often ship gold to England and so rarely receive it? 
It is not to be answered by saying that we always owe England, 
for exchanges sometimes prove the contrary. The United States 
eagle contains 258 grains of gold of goo fineness, and the English 
sovereign contains 123.274 grains of 916 2-3 fineness, showing that 
one sovereign is worth $4.8665, which is the United States Cus- 
tom-House par of exchange. It would thus appear that whenever 
sight exchange on London is sufficiently above that rate to pay 
for freight and insurance, we should export bullion, and whenever 
it is enough below to cover the same charges, we ought to import 
it. That is the theory. What is the practice? Whenever sight 
exchange reaches $4.89 the flow of gold commences—if gold is to 
be had,—and we would of course expect to see gold on its return 
when exchange is sold at $4.84; whereas, during some months, 
when exchange was repeatedly sold at $4.82, we did not receive 
a dollar, but, on the contrary, were shipping gold and silver every 
week, if not by every steamer. Bankers do not ship gold and sil- 
ver for amusement, and not usually unless they see a clear margin 
for profit. 


56 
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One evil has been in our Mint charges, which may be best 
explained by stating the custom at the French and English Mints, 
The system of seignorage, or stamping gold for more than it is 
worth, has practically disappeared, and the French Mint charges 
brassage, or, as nearly as possible, the coinage charges, which are 
limited to 6.70f. for a kilogram of gold, or about one-fifth of one 
per cent., at which rate the Mint has made a profit. The accuracy 
of their work is shown in that, in a coinage of 100 millions, the differ- 
ence was only $ 5. England nominally coins for nothing ; 7. €., you 
can take gold to the Mint and have it coined, but the incidental 
charges will be more than the French brassage. There may be a 
little delay in France, though the Mint is obliged to coin one mill- 
ion francs a day. According to the law of the Mint in England, 
40 pounds of gold, of the standard of 916 2-3, must make 1,869 
sovereigns, and that number will be delivered after a certain time, 
and after making sundry charges for assaying, &c., amounting to 
about one-quarter of one per cent. ; this gives of gold £3 17s 10%4d. 
The delays and annoyances are so many that no one having bull- 
ion goes to the Mint, but to the Bank, which is obliged by law to 
purchase bar gold at £3 17s. gd., payable in its own notes. 
Whenever the Bank knows that sovereigns are paid out for export, 
it is careful not to give new coins, as these are heavier. The 
Chancellor of the Exchequer in 1870 tried to change the system 
of free coinage, by substituting in future a mintage charge of one 
per cent., and, to our sorrow, it was voted down. He argued that, 
as coinage was free or nearly so, foreigners took advantage of it 
to export soyereigns, whereas, if by a coinage charge the sovereign 
be made dearer, it would not leave England. If he had studied 
the exports from England, he would have found that in the pre- 
ceding ten years Great Britain had exported four times as much 
in bullion as in coin; while the United States, with their high 
Mint charges, had reversed the tables, exporting three times as 
much in coin as in bullion. We begin now to see the secret of 
exchange transactions. People will not import bullion when they 
must submit to a loss of 1-100 of it to have it exchanged into 
coin. The Chancellor said, “If we make coin one per cent. dearer, 
people will not export it; but if they are to be subjected to this 
charge, who will import the bullion to make the coin ?” 

I do not know what are the total expenses of the English Mint 
nor what the revenues derived from it; but they must be large, 
notwithstanding the nominal free coinage, for that is confined to 
gold, while silver is charged with a seignorage of 8 to 10 per cent. 
This is a specimen of class legislation: coining gold, the circula- 
tion for the rich, free, and taxing silver, the medium of the poor, 
to pay for it. As a consequence, British silver in the shape of 
coin is not exported, while we lose our silver as soon as it is 
melted, and our original standard, the old silver dollar, is hardly 
to be seen, except in a numismatic collection. These have always 
been coined, but where have they gone? They are as invisible to 
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Americans as though they had been remanded to their old home 
in the bowels of the earth. The Law of 1834 made the value of 
silver compared with gold as 15 to 1, but finding this propor- 
tion was not correct, Congress changed it. Without reference to 
the other nations of the world, which made the relative value 15% 
to 1, we fixed it at 16 to 1, making our silver dollar contain 
“ 3-29 per cent. more silver than it ought to. 

It is to the interest of every creditor that money be scarce, in 
order that he may obtain a good rate for that which he has to 
lend, and this end he attains in a twofold ratio, whenever he can 
succeed in limiting the number of articles which can be used in 
the payment of debts. Russia tried to institute the adoption of 
platinum for coin, and if she had succeeded in making that the sole 
standard, the National debts would have borne with crushing weight 
on every country in the world. The ¢endency—which, if it be only 
a tendency, is still too marked to be disregarded—is backed, as it 
always will be, by all the power of accumulated capital, which 
seeks to increase its productiveness and add to its accretion. 
While it may not be true that legislation has yet undertaken it, 
the drift is now directed towards having a single medium as a 
legal tender for the settlement of debts, and that medium gold; 
and it is to avert this that we would invoke all the force of pub- 
lic opinion. Degrade silver to the rank of merchandise, and you 
double the power of capital, a power that already is uncontrollable. 
We have a justice in demanding this recognition of silver, for the 
ounce of silver as truly represents the day’s labor as does the pen- 
nyweight of gold. 

Largely indebted as we are as a nation, and needing so much 
capital for the development of our internal resources, it is impor- 
tant, nay, essential, that we retain every measure of value that is 
safe; in other words, which will not unduly inflate values, and 
thereby create a greater evil than the one from which we are 
seeking to escape. Of the twenty-seven prominent Governments 
of the world, seven have adopted gold as the only measure of 
value; eleven have adopted silver, and the remaining nine cling 
to both silver and gold in a specified ratio, making them inter- 
changeable. Great Britain, as the leading commercial nation, 
recognizes only gold, and had induced France, just before the 
downfall of Napoleon, to join her in establishing the same rule. 
The German war brought the recommendations of the Imperial 
Commissioners to a common grave with their Emperor, and the 
financial burden the French have to bear has led them to continue 
the double standard, which will tend to reduce the value of the 
franc. We see the altered condition of things brought about by 
the unexpected result of the war, in Germany as well as in France. 
Germany was a believer in silver valuation only, but this sudden 
surplus of wealth has converted her into an advocate of the gold 
valuation only. The world is so full of silver, and the present 
and prospective production so large, that the result of its demonetiza- 
tion by two or three of the prominent nations could not but be 
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injurious, if not ruinous, to some of the others, especially those 
who produce silver. The statistical tables of the imports of Great 
Britain show, that while her receipts of gold vary but little from 
year to year, those of silver increase steadily. This increase is not 
for the needs of coinage, as the records of the Mint for a series 
of years show that over go per cent. of her coinage is gold. 

Twenty-five years ago we produced no silver, and now we are 
credited with one-half the entire product of the world. We are 
rapidly nearing the point when the value of our silver products 
will surpass the gold, and the disproportion will continue to in- 
crease at a rapid rate. Mexico, also, notwithstanding her constant 
internal troubles, which reduce her product to one-half of what it 
should be, and her export duty of 4% per cent., constantly in- 
creases her yield. Under a single valuation, and that of gold, 
debased silver being used for small coin only, the amount of silver 
used can never exceed 20 per cent. of the circulation, and in 
England it is estimated at 12 per cent. The fractional currency 
which we now have in use affords a guide to the amount of silver 
coin we could absorb, and judging by that it would be only 6 
per cent. 

In our National monetary arrangements, it is our duty to con- 
sult only what is advantageous for us, and being so largely a 
debtor nation, and producing so freely of silver, it seems clearly 
our interest to maintain for ourselves, and strive to induce other 
nations to follow us in maintaining, the silver valuation. It is not 
wise in us to view the subject from the English stand-point, being 
as she is a creditor nation, and Australia producing hardly enough 
silver to make a tea-service. 

There is another branch of this subject very closely connected 
with it, viz.: the unification of the coinage. This is a desideratum 
to us as it is to the rest of the world, but it does not so specially 
concern us, as does the matter of the proper working of our own 
Mint. Under the new law, which is a great improvement on the 
old one (reducing as it does the coinage charges on gold to one- 
fifth of one per cent.), more prominence will be given to the Mint, 
and any evils that exist will be more speedily remedied. 

The great obstacle to the monetary unit has been Great Britain, 
and her objection lies more in her aversion to the introduction of 
the decimal system than the change of her coinage. Indeed, it 
has been argued by some of her wise men that it would be too 
difficult a task to make her people understand that it is easier +o 
multiply by 1o than by 12. 

We may with reason rejoice when the whole world shall have 
coins of one weight and fineness. Not only would it be a relief 
to escape the thousand exactions and annoyances which beset the 
traveler at every change of currency, but this unit of coinage 
would promote the introduction of a common standard of weights 
and measures, and would serve as an alphabet through which the 
differing nations might in time learn to speak a2 common language. 

ARGONAUT. 
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A CENTURY OF FINANCE. 


A CENTURY OF FINANCE IN THE UNITED STATES. 
BY J. S. GIBBONS. 


(Continued from April Number.) 
SIXTH PERIOD—1846 to 1856. 


WALKER, MEREDITH, CORWIN, GUTHRIE.—TZhe Independent Treasury described 
by its godfather—Meredith proposes the repeal of the law—His views on 
the Tariff—The Treasury Department under Corwin—Incredible disorder in 
the accounts—Mr. Guthrie discovers over 132 million dollars in private hands 
and devoted to personal uses—The absolute loss of over 6 million—His views on 
the Tariff. 


The characteristic features of the Independent Treasury system 
of revenue management are contained in the following sentences 
of the Act of Congress passed August 5, 1846, sections 18 and 19: 


“That all duties, taxes, debts, and sums of money accruing or 
becoming due to the United States shall be paid in gold and silver 
coin only, or in Treasury notes issued under the authority of the 
United States.” 

“That every officer or agent engaged in making disbursements 
on account of the United States, * * * shall make all pay- 
ments in gold and silver coin only, or in Treasury notes issued” 
as aforesaid. 


The entire bill is composed of near thirty sections, of which 
all but the above sentences relate to merely. formal and aux- 
iliary methods of administration to carry out the general purposes 
of the Act. It went into effect on the 1st of January, 1847. Al- 
though on the face of it it seems to be a very simple and innocent 
document, it is clothed with sinister and fatal powers over the 
commercial and industrial interests of the nation, as will be seen 
hereafter. 

Prior to 1847 the revenues were collected in the current me- 
dium of commerce: that is, in bank-checks or bank-notes, not any 
part imperatively in coin, although the whole was convertible with 
coin, and therefore its equivalent, excepting in those intervals when 
the banks were compelled to suspend specie payments. Being 
deposited in banks, the collections did not disturb the circulation, 
nor cause any abstraction of capital from the uses of commerce. 
The Government was no more than a merchant on a large scale, 
making deposits and drawing checks, with no more right than an 
individual to absorb an undue proportion of the common instru- 
ment of exchange, thereby subjecting the community at large to 
embarrassment and loss. 





870 BANKER’S MAGAZINE. [ May; 


The scientific rule of financial administration is indicated by 
the nature and functions of money, for there must be a correlation 
between the instrument and its use; otherwise disorder will be 
the result. The first proposition that presents itself with respect to 
the nature of money is, vefelition of service. The second is, guantily. 
And hence, since these two propositions are mutually dependent, 
any rule or practice that conflicts with that dependence must neces- 
sarily be destructive of the purpose which money is intended to 
answer; and the whole credit system inevitably falls into confusion. 
For example: if the financial organization of the country be such 
as to effect five circuits or repetitions of use in a day, and if the 
quantity of money required to complete all the exchanges of a 
day be one thousand million dollars, it is then obvious that this. 
quantity will be supplied by two hundred million dollars of cur- 
rency. As a corollary of this proposition, it is plain that the effect 
of deficiency in the organization or machinery of exchange must 
be in a compound ratio to the original terms; that is to say, if 
the repetition of service be reduced from five times to three times 
a day, the injury to business must be such as follows by a reduc- 
tion of the means of exchange from one thousand million of the 
medium to six hundred million. It may readily be conceived 
that such a reduction of the base on which the superstructure of 
commerce is reared would induce a violent panic. Our experience 
supplies abundant evidence of the truth of this reasoning; and such 
precisely was the effect wrought by the new fiscal practice of the 
Independent Treasury. The year 1847 was a year of disaster to 
commerce—a running panic. The balance in the Treasury on the 
1st of July was $38,261,959, from which, however, must be de- 
ducted the amount distributed to the States in 1837, viz., 
$ 28,101,645,* leaving an actual balance in coin of $10,160,314. 
For that time, the permanent abstraction even of so small an 
amount from the support of the common credit of the country 
proved a serious drawback to the stability and certainty of trans- 
actions by which public confidence is chiefly assured. 

One of the arguments put forth by the advocates of the Inde- 
pendent Treasury was, that the deposit of the public revenue with 
banks contributed to the frequent and inordinate expansion and 
contraction of the currency. What was called the revenue was nothing 
more or less than the floating medium of commerce; in plain words, 
current money. ‘The practice, when banks were fiscal agents of the 
Government, did not allow this money to be abstracted from the ser- 
ice of trade for a single hour. If a merchant had one hundred thou- 
sand dollars to pay in duties, he drew a check on the bank where 
he kept his account, and the Collector of Customs deposited it on 
the same day, perhaps in the same hour, in the bank where the 
Government account was kept. Here it became instantly a part of 
the general basis of loans to .commerce and trade. The only 
change that took place was a change of the current balance of 


* The theory of the public accounts at Washington absurdly requires this amount to be included 
in the report of all the balances on hand, thereby deceiving the country. 
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account between the banks concerned. It served precisely the 
same use in both. There was neither contraction nor expansion. 
But in the practice of the Independent Treasury there was a pos- 
itive abstraction of the amount from commercial use, and an indef- 
inite sequestration thereof, until it might be restored by the official 
disbursements. From this example, which is the exact course of 
every receipt and payment under the system, it appears that the 
method is patently open to the objection preferred against the 
banks, while the banks are entirely free from it. In his report of 
1845, Secretary Robert J. Walker, under whose auspices the Inde- 
pendent Treasury was established, indicated the policy of the dom- 
inant party (Democratic) as follows: 


“The only proper course for the Government is to keep its 
own money separate from all banks and bankers, in its own 
Treasury,—whether in the Mint, Branch Mints, or other Govern- 
ment agencies,—and to use only gold and silver coin in all 
receipts and disbursements. * *- * Various forms of paper credit 
have beén suggested as connected with the operations of the (Inde- 
pendent) Treasury, but they are all considered as impairing one of the 
great objects of such a Treasury, namely, an augmented circulation 
of .specie. * * * With the Mint and Branch Mint as depos- 
itories, the sum remaining in the hands of other receivers of public 
money, whether of lands or customs, would be inconsiderable, and 
the Government could be readily protected from all losses of such 
sums by adequate bonds, and the power by law to convict and 


punish as criminals all who embezzle the public moneys. It is 
believed under such a system, that no defaults would take place, 
and that the public moneys would be safely kept and disbursed in 
gold and silver. * * * This Government is made by the Con- 
stitution, the guardian of a specie currency. * * * It is a cur- 
rency that will lead to no extravagant speculations at one time, to 
be followed by certain depression at another.” 


The claims of the Independent Treasury system are here set 
forth by the master under whose hand the organizing act was 
framed. After an experience of thirty years it has not justified a 
single pretension assumed for it in the beginning. It has not pro- 
moted the increased circulation of specie. It has not prevented 
the embezzlement of the “ public funds.” It has not given stability 
to commerce and trade. It has not been a bar to excessive con- 
traction and expansion of the currency, nor has it advanced one 
step towards the great desideratum,—scientific financial organiza- 
tion. It has not developed a single law or principle of fiscal 
economy, otherwise than adversely, by its violation. It has not, 
even by accident, established a single correlation in finance, with- 
out which there can be nothing but chaos. On the contrary, it 
has failed in everything it promised. Instead of promoting an 
increased circulation of specie,—the most conspicuous claim set up 
for it by its advocates,—it has directly diminished it by the main- 
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tenance of a barren hoard of coin in the Treasury vaults, fluctu- 
ating from 5 million to near 200 million dollars. 

The following table exhibits the current balances of gold coin 
sequestered from the uses of commerce by deposit in the Inde- 
pendent Treasury from 1847 to 1861. The law was then so mod- 
ified as to allow again the partial employment of banks as fiscal 
agents of the Government. It is important to observe that the 
law recognized no currency but gold or silver coin, and that it 
admitted of nothing short of its positive transfer in substance, the 
bearings of which will be shown hereafter. 


1847. ---July I $4,977,631 -. 1855....Apr. 1 $21,285,760 
1848... 1,314,008 .. © ...<JUY 2.....ces.s0- 15,938,070 
1849... 2,184,964 .. “ ....Oct. 1 22,112,519 
1850... 6,604, 544 - - 1856. ose JOM. Be .cccceccas B9,4205,305 
a, 10,911,645 -. soo. Apr. : 23,779,011 
Pgeess< “ : 14,632,136 -. ----July 19,901, ¥ 
— aa. as . 23, 
Average .........-- $6,770,981 .. - 1857---- Jan. I 20,386,632 632 


JaMEs GUTHRIE, SECRETARY. -- Average $22,710,360 


“---9 .. ere ee HowELt Coss, SECRETARY. 
wis CE _— - ‘ 
1854... ‘ $23,535,723 
Apr. a ly 17,710,114 
14,925,604 


22,291,187 Average $18,817,574 


The table is given in three sections, to show the action of the 
Independent system of revenue management at its best, which 
was under the Secretaryship of Mr. Guthrie, from March, 
1853, to March, 1857. ‘The full significance of the _bal- 
ances is not to be determined by their amount only, since, while 
the general average for eleven years was but 16 million dollars, 
the transaction in exchanges for the same period amounted to 
near 800 million dollars. That is to say, the real amount of gold 
and silver coin sequestered from the uses of commerce by its stag- 
nation for a longer or shorter time, was $779,604, 506. The av- 
erage represents only the level of the dam; it does not measure 
the quantity of water poured into it or the "quantity discharged. 

During the Secretaryship of Mr. Walker, the Government was 
completely in the hands of the Democratic party. The new 
revenue system was administered by its own authors and friends 
without opposition from any quarter; but it exerted no beneficial 
influence on the affairs of trade and industry. The first year of 
its operation was one of ruinous losses to commerce. The coun- 
try at large was a prey to all the evil consequences of financial 
disorder. The people became dissatisfied, and in the elections of 
the following year (1848) returned the Whig party to power. 

William M. Meredith, of Penn., was appointed Secretary of 
the Treasury in March, 1849. Being of an opposite school of 
politics to that of his predecessors, he brought into the Depart- 
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ment ideas and principles of an entirely different character. But 
the fortuity of a President’s death for the second time within ten 
years robbed the Whig (Republican) party of the fruits of a 
National victory at the polls, and secured the continuous ascen- 
dency of the Democratic party. Thus, notwithstanding the success 
in two Presidential campaigns of the anti-Independent Treasury 
policy, the authors and friends of that policy were able to fasten 
it upon the country as a permanency, with all its attendant disas- 
ters of a disordered currency, a tottering credit, and the periodical 
suspension of specie payments. 

Mr. Meredith suggested to Congress, in the only financial 
report which he had the opportunity of presenting, the repeal of 
the system; and this desirable end might have been accomplished 
under his able direction, but for the antagonistic surroundings 
which compelled him to resign his office. ‘The economical 
state of the country at that time was very urgent and critical. 
The addition of sea coast by the annexation of Texas to the 
United States largely increased the preventive revenue service, and 
added greatly to that of all its bureaus. There were 110 col- 
lection districts, of which eighteen returned no income, and were 
therefore a charge on the Treasury. There were 36 other districts, 
of which the expenses were greater than the income, and only 56 
that returned gross receipts above expenses. The war with Mexico 
had added 64 million to the National debt. Mr. Meredith pro- 
posed changes in the tariff, “ with a view as well to the necessary 
augmentation of the revenue as the encouragement of industry. I 
think it right,” he said, “to present distinctly the views entertained 
on the latter subject, in the hope that a course may be adopted 
which may tend to harmonize discordant feelings, and promote the 
general prosperity. * * * I find no obligation written in the 
Constitution to lay taxes, duties, or imposts at the lowest rate 
that will yield the highest revenue. As, under the power to reg- 
ulate commerce, it is competent for Congress to enact a direct and 
total prohibition of the importation of any article, it can be no objec- 
tion to an act levying duties, that it may operate in partially prevent- 
ing importation. Whether it be wise or just so to levy duties is another 
question. All legislation designed to favor a particular class for 
the benefit of others, is manifestly unwise or unjust. As every 
producer in one branch of useful industry is also a consumer of 
the products of others, and as his ability to consume depends 
upon the profits of his production, it follows that to give prosperity 
to one branch of industry is to increase that of the rest. Whether 
we can have workshops to work up at least our own materials, 
must depend upon'the question whether we have or can obtain 
sufficient advantages to justify the pursuit of this kind of industry. 
The circumstances favorable to production in this country may be 
stated to be: 1. Facility in procuring raw material; 2. Abundance 
of fuel and other articles necessary for the sustenance and housing 
of the laborer.” This statement may be considered as marking 
the general adverse ground of the Democratic party. 





874 BANKER’S MAGAZINE. [May, 


The warehousing system, from which it was supposed a mate- 
rial increase of revenue would be derived, after three years of trial, 
had failed to meet the expectations of its friends. Mr. Meredith 
declared it to be nothing more or less than “a return to the sys- 
tem of credit upon duties, under a new name and form; and it 
was apparent that it had not been beneficially felt in the general 
business of the country.” 

Mr. Meredith gave the result of his investigation into the prac- 
tical working of the Independent Treasury system, by pronouncing 
it a signal failure. Instead of promoting the circulation of coin it 
had the opposite effect. On this and other grounds he suggested 
the repeal of the organizing law. ‘The death of the President 
having involved a change of Cabinet officers, Mr. Meredith found 
himself in a position where it was impossible to carry out 
the principles of economy on which depended, in his firm and 
conscientious convictions, the prosperity of the country. They were 
the principles to which Hamilton had given practical form and 
success. Therefore he resigned his office, and was succeeded, 
June, 1850, by Thomas Corwin, of Ohio. 

The several years following the retirement of Mr. Meredith 
were characterized by a general looseness of affairs in the Treas- 
ury Department, the natural consequence of the absence of any 
settled principles of economic administration, of which the country 
at that time stood in sore need. The elements of disorder and 
dissolution permeated every part of the Government, legislative 
and executive. The documentary financial history of Mr. Corwin’s 
term of service, from June, 1850, to March, 1853, is more instruct- 
ive by its deficiencies of record than by any positive data furnished 
in the Treasury reports. The succeeding term of James Guthrie, 
of Kentucky, exposed the mischief and did much to correct it. 

Mr. Guthrie was one of the ablest Secretaries to whose hands 
the affairs of the Treasury Department have ever been committed. 
Although a decided enemy of banks and paper money, and a 
declared friend of the Independent plan of revenue management, 
he was not blind either to the merits of the former, as far as they 
represented legitimate credit, nor to the defects of the latter. His 
first act was directed to the depletion of the Treasury, which he 
found surcharged with an excessive barren hoard of coin. The 
balances which it had been judged sufficient to keep on hand 
against possible emergencies had never been greater than 7 million 
dollars. From 1791 to 1797, one million was their maximum 
range; from 1797 to 1813, the average was four and a half mill- 
ion; from 1813 to 1836, it was seven million, and from 1836 to 
1846, it was about six and a half million.* When Mr. Guthrie 
took charge of the Department, he found a balance of 22 million 
dollars of specie stagnated in the Treasury vaults. 

*In the official reports of the Treasury, the old surplus of revenue, which was distributed to 
the States, is still included in the “‘ balance on hand,’”’ making every balance at the end of each 
fiscal year appear to be more than it — is by $28,101,645. Why this absurd falsity is kept 


up it is difficult to explain. [In this article that surplus is subtracted, giving the genuine bal- 
ance in every case.]} 
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“The daily payments at the Treasury,” he said in his report 
to Congress, “did not equal the receipts. A large surplus accu- 
mulated, and became a source of alarm in commercial and finan- 
cial circles. It was hoped that the accumulation would exercise a 
beneficial restraint upon importations and speculative credit enter- 
prises, and bring the business of the country into a safe and 
wholesome condition; yet, under the apprehension that a panic 
might arise from a too stringent operation of the Treasury, it was 
determined to make advances to the Mint for the purchase of 
silver for the new coinage, and to enable the Mint to pay promptly 
and in advance of coinage for gold bullion.” 


Not only was this done, but notice was given that the redemp- 
tion of the public debt would be hastened in advance of maturity, 
for the purpose of relieving the market. In pursuance of an Act 
of Congress, Mr. Guthrie persistently applied the accumulations of 
the Treasury to the purchase of the public loans at the current 
market rate. It is worth while to give Mr. Guthrie’s own words 
in reporting this transaction to Congress: 


“The public debt,” said Mr. G., “on the 4th of March, 1853 
the date of his assuming office), amounted to the sum of 
Ag el It has since been reduced, up to the 15th day 
of November, 1856, to the sum of $30,963,909.64. In making 
this reduction, the sum of $40,916,027.63 has been paid for the 
principal thereof, and $4,609,882.31 for premium, saving the sum 
of $14,606,441.39 by paying in advance.” 


That is to say, the interest of the redeemed part of the debt 
would have been that much more than was actually paid, if it 
had been allowed to run to maturity. It is to be observed, that 
the Secretary, while making it a cause of congratulation to Con- 
gress, that a return of the sequestered fund to the uses of com- 
merce saved commerce from the disasters of panic, overlooks the 
fault of sequestration itself, by which the conditions of panic were 
created; and thus gave a demonstration of the incongruity of the 
method with all sound and scientific principles of financial admin- 
istration. ‘“ For the purpose of relieving the market,” says Mr. 
Guthrie! And for this purpose he violated both the letter and the 
logic of the Independent Treasury law! 

The radical idea of the system was “to keep the money of the 
Government (duties, taxes, &c.) separate from the money of com-* 
merce,”—a fiction injurious to every interest of economy, in pro- 
portion as the separation could be made real. What were “the 
revenues ” of commerce, in fact? In what form did they exist? 
Certainly not in the money (gold and silver), which was the mere 
instrument of their discharge! Was not this instrument ordained 
by the Constitution the tender and measure of value for the com- 
mon use! An Act of Congress might indeed abstract it from its 
legal office, and cause it to be locked up in vaults, but it could 
_ not ward off the mischief that must ensue from such a violation 
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of law. This was, in effect, a fatal incongruity in the Treasury 
Act itself, which made the Government an offender against its own 
statutes. The abstraction from use of that to which a specific 
office is assigned, must of necessity invalidate the office, and intro- 
duce an element of corruption in all its relations. It stands proved 
by the act of Mr. Guthrie, that the efficacy of the instrument by 
which the revenues were paid consisted in its return to the service 
of commerce—or more properly, in not interrupting that return by 
cutting it off at the customs, and destroying its normal and specific 
purpose, circulation. Every economist since the days of Adam 
Smith has perpetually repeated the maxim which John Stuart Mill 
has pronounced axiomatic, that the taxes or revenue in any form 
must be kept out of the uses of commerce for as short a time as 
possible. The fiction of the Independent Treasury consists in the 
impossibility of its pretensions to keep two things apart which are 
identical in their nature and functions, and most efficient when 
most closely allied. 

But if the Independent Treasury failed in its logic, it failed more 
sensibly still as an experimental method of preventing the public 
funds from being diverted to private use. Mr. Guthrie had scarcely 
taken possession of his Department, when he discovered that near 
3 million dollars had been deposited with agents, on an agree- 
ment to transfer certain sums to different places of deposit, which, 
together with $2,226,982, “ unaccounted for and designed to pay 
interest,” made 5 million dollars out of legal custody. Mr. Guthrie 
recovered it fortunately, by taking in part “a pledge of stocks of 
various descriptions” as security, and allowing time for its restora- 
tion. Another sum of $100,000 in specie had been intrusted to 
private care for delivery in Ohio, which proved a total loss. But 
these were trifling matters compared with the retention, to use a 
mild term, by Custom-House officers, postmasters, and other 
agents of the Government, of the moneys collected by them. 
“Upon examination,” said Mr. Guthrie in his report to Congress, 
“it was found that the accounts of collectors were rendered quar- 
terly, but did not generally reach the Department until about the 
termination of the succeeding quarter, and were not settled by the 
accounting officers for some seven, eight, nine, or even more 
months from the end of the quarter for which they were rendered. 
This left unsettled accounts with collectors of the customs for 
at least two-thirds of the annual revenue from that source,—say 
30 million dollars,—and left in the hands of some of them large 
amounts until the settlement of their accounts.” The sum total of 
defaults in payment, the same being withheld from the Treasury 
jor private use and speculation, reached the astonishing figure of 
$ 132,521,704! Nothing of the kind had ever arisen under the 
old plan of employing banks as fiscal agents. And yet this was 
the method devised for the special purpose of keeping the “ public 
moneys” sacred from the grasp of unfaithful officers for their 
private use! The following table exhibits these defaults in a clas- 
sified form, as they stood on the 4th of March, 1853: 
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Office in which the defaults originated. Amt. of default. 

First Auditor, on account of old internal revenue and direct 

taxes, miscellaneous receipts and expenditures, customs, 
light-houses, and marine hospitals $ 90,339,504.96 
Second and Third Auditors, on account of War Department.... 18,331,151.02 
Fourth Auditor, Navy Department 9,086, 335-46 
Fifth Auditor, foreign intercourse 12,622,534-59 
Sixth Auditor, Post-Office 466,619.45 
Commissioner of General Land Office 1,675,468.61 


’ $132,521,704.09 


The first act of Mr. Guthrie on this astounding disclosure, was 
to issue a letter of instructions, requiring all collectors, postmasters, 
and revenue agents to render monthly reports, and so successfully 
did he carry out the plan, that “the accounts for the month of 
September, 1853, except those of the Pacific coast and some small 
districts on the Atlantic, were rendered and settled within the 
month of October,” thus proving it to be entirely practicable. 

In a letter to the chairman of the Senate Committee on Re- 
trenchment, April 17, 1856, Mr. Guthrie wrote, with respect to 
the above “ arrears,” as he tenderly described them, that “up to 
December last, settlements and collections had been made, reduc- 
ing the amount to $24,793,133.” It was further reduced within a 
short time to $23,898,952. It was then ascertained that $6,213,345 
was “utterly lost to the Government by the death of the parties 
or by hopeless insolvency. In his last official report to Congress, 
of December, 1856, he wrote: 


“A strict examination into the origin and history of these deficiencies would 
make it manifest that the public money was heretofore devoted to private use, 
and allowed to remain unaccounted for until, in many cases, the parties be- 
came insolvent, and, in order to cover sums wasted and lost by private use, 
set up unfounded claims for credits and services. This habit of applying the 
public money to private use had become so established as to be considered 
allowable, and no disgrace to the officer; so much so that the offices were 
sought for the use of the public money, more than for the honor of the office 
and its salary. The Independent Treasury Act was intended to remove this 
practice, inculcate sound and honest principles, and brand the delinquent officer 
with crime. To have this effect it must be rigorously enforced. o one is 
worthy to have or retain public office who does not acknowledge that principle. 

“¢ * There is no limitation to the presentation of claims against the 
United States, and claims disallowed in whole or in part, are presented again 
and again, upon the same or but slightly varied statement of facts. There are 
a in the Department allowing their reéxamination, and large sums 

ave been paid upon claims previously presented, adjudicated upon, and dis- 
allowed.” 


As in all similar cases of abstraction and misapplication of the 
revenues, the origin of the various defaults discovered by Mr. 
Guthrie was found to be connected with an incompetent clerical 
service. When such offenses are contemplated, the guilty parties 
uniformly seek to shield themselves in advance, by taking advan- 
tage of technical deficiencies in the law, under cover of which 
their plans of robbery are greatly facilitated. For example, there 
was no act of Congress declaring the books and records of the 
Custom-House to be public property. Common sense and com- 
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mon honesty alike, as well as uniform practice among honest 
people, might be deemed sufficient in such a matter without an 
express law, but Mr. Guthrie found that “it had been customary 
in many of the districts for the outgoing collector to carry away 
the books and papers, on the pretense that they were private prop- 
erty, because purchased out of the emoluments of the collector 
under the regulations of the Treasury.” He issued immediately a 
Treasury circular, putting a stop to the practice. In some cases 
where the books were carried off, investigation was made, and the 
motive of the trick was at once developed. The collector at 
Oswego had suppressed entries to conceal a theft of $75,000; the 
collector at Cleveland ditto of $115,000; the collectors at Toledo 
and Milwaukee, of $5,000 and $3,000 respectively. These defaults 
were further facilitated or concealed by the clerical disorder in the 
bureaus at Washington. For example, in the Third Auditor's 
Office, there were, on the 1st of June, 1853, 1,028 quarterly money 
and property accounts of disbursing quartermasters unsettled, some 
of which had remained so for near twenty years. In the Fifth 
Auditor’s, “many hundred statements and vouchers” were missing 
and could not be found. In his last report (1856), Mr. Guthrie 
published a statement of defaults and losses, of which, for example, 
a few only are here inserted: 


Defaulters not found. Dead or insolvent. Amount. 


In Navy Department 

In War Department 

In Customs 

Biiscellaneous ............... 
Banks, (39 in number) 


About $1,700,000 of the debts from banks was recovered. The 
remainder was a total loss. These accounts were mostly within 
the period from 1820 to 1840. 

On the subject of the tariff Mr. Guthrie wrote as follows: 


“T have considered that foreign nations are not prepared for the same free 
trade we enjoy with each other, and that we cannot have reciprocal free trade 
without their consent; and that until they agree to admit our productions free, 
it would not be expedient to admit theirs free, and allow them to tax our labor 
when we do not tax theirs in return. I have considered that free trade, if 
expedient, should be approached gradually, and fari passu with the advance 
to that end by foreign nations, and that the modification and reduction of the 
revenue would be a movement in the right direction, which might be followed 
when experience and the condition of our commerce with other nations might 
justify it; but that for many years to come our National Treasury would be 
supplied from a tariff on imports, and that we should make it as equal and 
just as possible to ourselves, and take away the discrimination now existing 
against us, principally arising out of the legislation of other countries in con- 
travention of the industry of our own people.” 


[Conclusion in June Number. 
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THE NEW CONSTITUTION OF TEXAS. 


The new Constitution of the State of Texas, having been rat- 
ified by a vote of the people, became, on the 18th of April, 
the organic law of the State. ‘Those of its features which 
will be scanned with special interest by the financial public are 
the following : 

The control over the public money, which is exercised by the 
representatives of the people, is subjected to a careful restraint. 
No debt can be contracted in behalf of the State, unless it be “to 
supply casual deficiencies of revenue, repel invasion, suppress in- 
surrection, defend the State in war, or pay existing debt.” With 
a view to prevent undue extravagance, it is also provided that any 
debt created to supply deficiencies in the revenue shall never 
exceed $200,000. The Legislature is allowed no power to lend 
or to give the credit of the State, nor is it permitted to make a 
grant of public money to any person, association, or corporation, 
except in case of “public calamity.” 

We regret to find that it has been thought necessary to retain 
a usury law as part of the fundamental law of the State. The 
legal rate of interest is fixed at eight per cent. per annum; con- 
tracts as high as twelve per cent. may be made; but beyond 
twelve per cent. all contracts are usurious, and it is ordered that 
“the Legislature shall, at its first session, provide pains and pen- 
alties to prevent and punish usury.” 

Immigration is encouraged by the protection of a “ homestead ” 
from mortgage and from forced sale under execution for debt, 
except such debts as may be incurred for purchase-money or im- 
provements. It is provided that this ‘‘ homestead,” when not ina 
town or city, may consist of not more than 200 acres of land, 
with the improvements; and that when in a city, town, or village, 
it may consist of lands not exceeding $5,000 in value at the time 
of their designation as a homestead, without reference to the value 
of any improvements thereon. 

The Constitution leans decidedly towards protecting the debtor 
from his creditors, not only in forbidding imprisonment for debt, 
but also in declaring the right of every man to retain a certain 
amount of property free from the claims of creditors; and to the 
Legislature is committed the power and the duty of protecting a cer- 
tain portion of personal property from forced sale. This policy 
resembles that of the State of Arkansas, whose Constitution declares 
that the personal property of any resident of the State, to the 
value of $2,000, to be selected by himself, shall be exempted 
from sale on final process for the collection of debts. 
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THE SAVINGS BANKS OF BOSTON. 


There are in the territory at present comprised within the limits 
of Boston, twenty-one savings banks, of which fourteen are in 
Boston proper, including East and South Boston; two in Roxbury, 
the annexation of which took full effect in January, 1868; one in 
Dorchester, which became a part of Boston in January, 1870; one 
in West Roxbury, two in Charlestown, and one in Brighton, 
which last three towns became a part of Boston in January, 1874. 
According to the last report of the Savings Bank Commissioner, 
the condition of these institutions on the 31st of October, 1875, 
was as follows, cents being omitted: 

Dividend, P.C. 


Bank and No. of Amountof Annual Pr.Ct. Or- Average 
when Incorporated. Depositors. Deposits. Expenses. . dinary withext. 


Boston Five Cents 1854 70,787 .$13,322,537 -$38,954 - be 
Boston Penny .... 1864 - 7,747 - 1,184,984. 7,363 
East Boston 1848 - 7,404 . 2,499,951. 7,100 
Emigrant .....--. 1870 . 8,834 - 2,760,304. 11,362 . 
Mercantile 1861 . 12,478 - 4,755,161 - 16,088 
North End 1870 . 1,840 . 639,236 - 
Mechanics’. ...... 1874 - 1,583 - 410,056 . 
Franklin 1861 . 10,133 4,070,796 . 

1869 626,913 - 5,852,805 - 
Provident 1816 . 33,712 - 14,308,830 . 
South Boston 1863 - 38,373 1,865,364 - 
Suffolk 1833 . 19,256 7,801,979 - 
Union 1865 . 10,564 . 4,310,640 . 
West Boston 1867 . 9,192 3,348,809 - 
Eliot Five Cents.. 1864 - 5,105 - 1,263,130 - 
Roxbury Institut’n 1825 - 7,588 - 2,804,114 - 
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Total (16 banks) 241,512 - 71,858,710 . 230,255 . - 
2 
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Jamaica Plain « ee. 1,800. none . 
Dorchester 53 - 1,822 . 577,712 - 2,500 . -43 
Brighton Five Cts. 1861. 795 - 215,940. 2,522 .1.17 


Charlestown “ 1854 - 9,009 3,111,103 - 5,000 . .16 
Warren Institution 1829 . 10,803 3,827,000. 9,422 . .25 


Total (21 banks). 264,092 .$79,612,267 $249,700 . -31 5-92- 7-03 
* Extra every three years. t Extra every five years. t Noextra. § Extra optional with trustees. 
{ Extra abolished in 1873. 

The last column gives the average annual per cent. of divi- 
dends ending at the time of and including the last extra dividend, 
and the footings of the last two columns give the average of the 
rates above. . 

The oldest savings bank in the city or State—if not in the 
country,—the Provident Institution for Savings, founded in 1816, 
dates from a period when our savings bank system was in its in- 
fancy. Savings banks were just beginning to take root in Great 
Britain, where the first experiment of the kind was a “Children’s 
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Bank,” established in 1798. The Provident was incorporated about 
two years before the first savings bank established in France, and 
only thirty-eight years subsequent to the founding of the first similar 
institution of which we have any record. It is a little more than 
two years older than the oldest of the New York savings banks. 
Statistics respecting its earliest operations are scarce, but its first 
deposit was received in February, 1817, and from July 23 to 
October 15, 1817, it received $19,709, deposited by 162 persons, 
giving an average deposit of $121.66 to each person. For nine 
years it remained the only savings bank established within the 
present limits of Boston, and, with the prestige of sixty years of 
honorable and successful activity, leads all the other savings 
banks in the amount of its deposits. 

In 1825, the Institution for Savings in Roxbury and its vicin- 
ity was chartered, and in 1829, the Warren Institution for Savings, 
named in honor of General Joseph Warren. These, with the Suf- 
folk, formerly the Seamen’s Savings Bank, chartered in 1833, re- 
mained, until the establishment of the East Boston Savings Bank 
in 1848, the only institutions of the kind within the present limits 
of Boston. In July, 1829, the deposits in the Provident Institution 
had reached $947,594.53, standing to the credit of 7,032 depos- 
itors, giving an average to each depositor of $134.75. In the 
three institutions then in operation in Boston, Charlestown, and 
Roxbury, the amount of the deposits must have been about 
$1,000,000, the number of depositors about 7,500, and the average 
deposit to each about $133. For the next seven years the sav- 
ings banks shared the general prosperity of the country. In Oc- 
tober, 1836, the number of depositors had increased to 15,759— 
about ros per cent.,—and the amount of the deposits to $ 2,381,647, 
or about 138 per cent. The crisis of 1837 caused an interruption 
of this progress, and the next two years showed a decline, both in 
the number of the depositors and the amount of their deposits. 
Seven years later, in August, 1843, the number of depositors had 
increased to only 18,469, or 17 per cent. as compared with 1836, 
and the amount of the deposits to only $2,891,099.25, or 21 per 
cent. When contrasted with the rapid growth in the previous 
seven years, this trifling increase sets in a strong light the severity 
of that crisis. 

Down to 1854 there was, we believe, no savings bank in Bos- 
ton which received on deposit a less sum than one dollar, and 
only two or three, if any, allowed interest on sums of less than 
five dollars. During this year three five-cents savings banks were 
established—the Boston, Charlestown, and People’s. The special 
feature of their policy was the reception of deposits as small as 
five cents, and the payment of dividends on sums as small as three 
dollars. The utility of these provisions was soon apparent in the 
remarkable increase in the number of depositors, showing that the in- 
ducements thus held out were the means of attracting 4 class of 
savings which had not previously been utilized. In addition to 
this, the Boston Five Cents Savings Bank, the principal institution 


57 





882 BANKER’S MAGAZINE. [May, 


of the kind, has been in the habit of keeping its establishment 
open on Saturday evenings, thus facilitating deposits by the labor- 
ing classes. These features of its policy, together with a favorable 
location and able management, have been the means of secur- 
ing it more than twice as many depositors as any other savings 
bank in Boston. By its report of April, 1859, it appeared that 
out of 18,719 depositors, 5,668 had on deposit less than $5. 
Nearly all the savings banks established since 1854 have followed 
the example of these in regard to the minimum amount received 
on deposit, and on which dividends are paid. The Franklin alone, 
of the banks founded since 1854, receives no deposit less than one 
dollar. A few banks pay dividends on deposits as small as one 
or two dollars. The Mercantile, which is distinguished from the 
others by having a capital stock of $205,757.20, pays dividends 
on deposits for every full calendar month. Several others compute 
their dividends from the first of each month, but most of them 
pay no dividends on sums which have not been on deposit three 
or six months next preceding each dividend day. It is evident 


from the following comparison that those banks which adopt the 
five-cent minimum of deposit are in general more successful in 
attracting small depositors : 


RECEIVING DEPOSITS AS LOW AS RECEIVING NO DEPOSITS LESS THAN 


FIVE CENTS. 
Average 
Bank. to each 
depositor. 
Boston Five Cents 
Boston Penny 
Beet Five Cemts..cck ccc scecs 
Emigrant 


Mercantile 
Mechanics’ 


ONE DOLLAR. 
Average 
Bank. to each 
depositor. 
Provident Institution 
Franklin 
Suffolk 


Roxbury Institution ........ 
Dorchester 


Charlestown Five Cents .-...-- 
Jamaica Plain 
Brighton 


The banks which adopt the five-cent minimum are, with ex- 
ceptions, below the average for the whole city, while those which 
receive no deposits less than one dollar are, without exception, 
above it. 

The panic of 1873 brought a pressure upon all the savings 
banks. For several weeks the deposits were almost nominal, while 
the withdrawals, especially of the larger deposits, either from doubt 
of the solvency of the banks or for the purpose of making more 
profitable investments, were very heavy. Some of the banks paid 
as usual without notice; others required notice, according to their 
by-laws, of the withdrawal of large deposits; all responded to the 
demand for small deposits. No bank succumbed during the ordeal. 
The experiences of the past two years and a half have put these 
institutions to a severer test, causing the failure of one bank and 
runs upon one or two others. Except in the case of the West 
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Boston Savings Bank, all these demands have been satisfactorily 
met, and the distrust appears to have subsided. A few of the sav- 
ings banks, in their anxiety to attract deposits by offering a high 
rate of dividend, have not been sufficiently mindful of the maxim 
that “high interest means bad security.” The unhealthy competi- 
tion for deposits has led to some loans on insufficient security, but 
the proportion of such is not believed to be large enough to impair 
the solvency of any bank now in good standing. 

There have been but two failures among the Boston savings 
banks. One of these was the People’s Five Cents Savings Bank, 
which became insolvent in 1859, by reason of a defalcation on 
the part of its secretary. The other was the West Boston, which 
was stopped a few months ago by an injunction from the Supreme 
Court. It is reported that by passing two dividends it will be 
able to pay in full. This is not, on the whole, a bad record for 
sixty years of savings bank operations. 

It was formerly customary for the savings banks to pay a 
lower rate of ordinary dividend than at present. ‘The annexed 
table shows the changes that have occurred in this respect during 
the last thirty years. Previous to 1854, the ordinary rate, so far 
as reported, did not exceed four per cent., while the average of 
all the dividends, including the extras, rose from 4.89 per cent. in 
1846 to 7.85 per cent. in 1854. The crisis of 1857, which does 
not seem to have materially affected the general growth of the 
savings bank operations, resulted in reducing this average to 7.2 
per cent in 1859, and 6.94 per cent. in 1862. Until about ten 
years ago, it had been the uniform custom of the banks to reserve 
a portion of their profits for an extra dividend every third or fifth 
year. In 1867 the West Boston Savings Bank was started on the 
principle of dividing the net earnings among all the depositors 
every six months, thus depriving itself of the advantage of having 
a surplus for emergencies. It is a curious fact that this very bank 
should be the first victim of the vicious practice which it inaugu- 
rated. Several of the banks which used to keep a reserve for an 
extra dividend have since followed the example thus set. No less. 
than seven of the twenty-one savings banks in the city have 
adopted this system, while in three others, where the by-laws per- 
mit extra dividends at the discretion of the trustees, none has yet 
been declared. 

The recent savings bank failures have led to a movement for the 
revision of the laws relating to these institutions, and imposing 
some further restrictions upon them. Among the most important 
provisions of the new act are those limiting ordinary dividends to 
2% per cent. semi-annually, or 144 per cent. quarterly ; requiring 
the banks at the time of declaring each semi-annual dividend to 
reserve from their net profits one-fourth of one per cent. of their 
deposits as a guarantee fund against losses in business until such 
fund shall amount to 8 per cent.; limiting the amount of the 
mortgage loans to 60 per cent. (formerly 75 per cent.) of the de- 
posits on productive real estate, worth at least twice the amount 
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loaned thereon, and further restricting the investments in bank 
stock and on personal security. The act was at last advices pend- 
ing before the Legislature, with a probability of its adoption. 

We subjoin the following abstract of the returns from the sav- 
ings banks embraced within the present limits of Boston since 
1834, when the returns were first required: 


No. Average Mean Dividend. 
to 


No. 
Date. oF Amt. of Deposits. of Or- Av. with 
Banks. Depositors. Each. dinary. Extra. 
-- $1,865,608.66 .. 13,057 -. $142.88 .. 
-- 2,114,316.39 -- 14,352 -- 147-32 
es 2,381,047.62 .. 15,759 -- I5113 
- 2,337,948.58 .. 15,384 -. 151-97 
2,315,087-25 -- 15,595 -- 148.45 
2,521,867.28 .. 16,661 .. 151.36 
2,581,086.34 .. 16,668 -. 154.85 .. 
2,900,535-65 -. 18,162 159.70 .. 
2,857,015-59 -- 18,182 .. 157.13 -. 
2,897,099.25 -. 17,469 -. 156.54 - 
3,366,729.42 .. 21,322 .. 157.90 
3,827,099-63 -. 23,457 -- 163.15 
3:975,058-01 .. 24,229 -. 164.06 
4,153,174-53 -- 25,250 -- 164.48 
4,300,895.64 -. 25,851 -. 166.37 
4,303,186. 39 26,289 .. 163.68 .. 
4,779,846.90 .. 28,212 .. 169.42 
5,350,795+34 -- 30,028 .. 174.90 .. 
6,156,502.19 .. 33,656 -. 
79831405 .22 -- 39,760 .. 
8,402,408.76 .. 47,045 -. 
8,622,261.28 .. 50,578 
- 95757,901.62 .. 56,490 .. 
-- 10,905,646.44 .. 60,479 
- 11,504,095.76 .. 64,427 
1859 -- - 13,168,101.62 .. 70,268 
1860 .. -- 14,885,020.14 .. 78,783 
1861 .. -- 14,350,872-39 -. 75,070 .. 
3862... 82%... 16,237,71§.03 .. 33,211 .. 
1863 .. -- 18,689,438.77 -- 91,970 -.- 
1864 -- -- 20,849,657.89 .. 100,157 .. 
1865 -- -- 20,272,675.93 ~.. 104,970 
1866 .. «- 22,246,229.27 .. 113,307 .. 
1867 .. -- 26,527,384.89 .. 122,304 .. 
1868 .. -- 31,114,207. - 136,689 .. 
1869 .. 16 -. 36,545,776-92 -. 150,329 
1870 .. -- 44,088,485. «= 890,637 .. 
1871 .- -- 54,809,409. - 197,764 .. 
1872 .. -- 63,198,110. == @3R390 ... 
1873 .. -- 68,136,740.66 .. 238,138 
1874 .- -- 73322,308.56 .. 252,924 .. ae 
30, 1875 -- -- 79,012,267.84 .. 264,092 .. ‘ ea 


Sept. 27, 1834 -- 
May 30, 1835 -- 
Oct. 29, 1836 .- 
“ 28, 1837 .. 
27, 1838 -.. 

26, 1839 -- 

31, 1840 .. 

30, 1341 .. 

29, 1842 .. 

g. 26, 1843 .. 
27, 1844 -. 

. 29, 1845 .- 

. 31, 1846 .. 
1847 .. 

1848 .. 

1849 .. 

8, 1850 -. 

1851 -- 

1852 .. 

1853 -- 

1854 -- 

1855 -- 

1856 .. 

1857 -- 

1858 -. 


OST oom 


DOS 


SPWOO OOO OIA HLHH AHA LHAAAAAAAALHAH 


Sys DADA 


wns 
Ona Dexa ay GD 
EW SLES AS BALE 


RANANAAAPAHASALAPALELASALH SPS ALS 
“I Qoul eGo sas 


DOG MOOMKHADDAAAAAAAHSDb 


PVPVWP PTW AAAMO 


XN 
on 
1oS) 


character of savings bank investments was very different 
forty years ago from what it is to-day. In 1836 only seven per 
cent. of the deposits in the Boston savings banks were invested in 
mortgages of real estate, against 40.1 per cent. in 1846, and 40.6 
per cent. in 1856; in 1866 the proportion was only 25.9 per cent., 


* This is the number of banks in operation. The returns embrace only 10 banks in 1861 and 
1862, 11 in 1863, and 12 in 1864, returns not being required from the Mercantile Institution previous 
to 1865. 
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but in 1875 it had risen to 58.9 per cent. The change that has 
occurred in the last ten years is mainly due to the abolition of the 
usury laws, which previously hindered the banks from obtaining a 
sufficiently remunerative rate on this class of loans. The change 
has contributed greatly to building up Boston and its suburbs. In 
1836 the savings banks held no public funds; in 1846, 22.7 per 
cent.; in 1856, 5.2 per cent., and in 1866, 35.5 per cent. of their 
deposits were so invested, while in 1875 the proportion had declined 
to 5.9 per cent. In 1836, 32.4 per cent. of the deposits were in- 
vested in bank stock; in 1846, 20.5 per cent.; in 1856, 18.1 per 
cent.; in 1866, 10.6 per cent., and in 1875, 6.53 per cent. In 
1836 less than one-fifth of one per cent. of the savings bank de- 
posits was invested on personal security; in 1846 the proportion 
was 16 per cent.; in 1856, 31 per cent.; in 1866, 19.4 per cent., 
and in 1875, 15.7 per cent. Loans on bank stock and deposits in 
bank bearing interest, which now figure for a comparatively small pro- 
portion of the investments in 1836, amounted to no less than 53 
per cent. of the deposits. 


oe 


WAREHOUSE RECEIPTS AS COLLATERAL SECURITY. 


A case was recently decided in the Court of Common Pleas, 
Cincinnati, which involves some points of interest to both bankers 
and merchants. In view of the growing extent to which ware- 
house receipts are being used as a basis for loans between banks 
and their customers, it is essential that the relations of the parties 
and their respective rights should be more clearly understood than 
is generally the case. 

The suit in question was brought by N. G. Nettelton & Co., 
bankers, against Gerard & Co., pork-packers, both of Cincinnati, 
to recover a balance claimed to be due on a loan of money by 
plaintiffs to the defendants. The facts appearing on the trial were, 
that Gerard & Co., wanting money, applied to Morris & Reid, 
brokers, to obtain it for them. On previous occasions they had, 
through the same parties, obtained loans from Nettelton & Co., 
giving as security their warehouse receipt for meat. They required 
on this occasion $7,000. Reid, instead of demanding the usual 
commission from Gerard & Co., agreed with them that if he should 
get $13,500, he might retain $6,500 for his own use, Gerard 
taking $7,000. Gerard & Co. drew up a warehouse receipt for 
200,000 pounds of meat. Reid with this went to Nettelton, and 
obtained a loan of $13,500, giving his note for that amount with 
the warehouse receipt. This was in accordance with the practice 
of Nettelton when he loaned money, to take the personal note of 
the broker in addition to the warehouse receipt. Of the amount 
thus loaned, $6,500 was subsequently repaid, and the balance fell 
due in the month of September, 1873. This balance not being 
paid, Nettelton went to Gerard’s warehouse, and found that one- 
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half of the meat had been turned into bacon. Apprehending risk 
as to the identity of his security, he took possession of the meat 
and put it into another warehouse. The meat was held about one 
month on a falling market, and Nettelton notified Gerard that if 
the claims were not paid, the meat would be sold at a certain 
time and place, being the Chamber of Commerce, at the close of 
’Change hours on a named day. The property was there sold at 
auction, and the proceeds not paying the entire debt, this suit was 
brought for. the balance, $ 2,700. 

The defendants claimed they had no liability beyond the face 
of the warehouse receipts, and that the plaintiffs must recover, if 
at all, of Morris & Reid, whose note they held. They also claimed 
that the sale at the Merchants’ Exchange was not a sale at pub- 
lic auction, as provided by statute, by reason of the fact that the 
Exchange is accessible only to members, and that the plaintiffs 
were liable to them for the market price of the pork at the time 
they took possession of it, and, by counter claim, they asked judg- 
ment for $700 damages, the difference in the market price at the 
time the plaintiffs took possession and when it was sold. 

Judge Force held: That in the first place, Gerard & Co. bor- 
rowed the money through the broker from Nettelton, and became 
his debtor. The broker’s note to Nettelton was simply an addi- 
tional security. ‘The fact was, that Nettelton required the broker 
to be guarantor for the loan which he procured for his principal, 
(Gerard). As Gerard was indebted to Nettelton, and the latter 
held the warehouse receipt as security, when Nettelton took pos- 
session of the meat, because he reasonably feared that its change 
to bacon would risk his ability to identify his security, he still 
took it simply as security, and was obliged to account for the pro- 
ceeds to Gerard & Co. The fact that he held it one month ona 
declining market does not turn the security into a purchase. Ge- 
rard might at any time have redeemed by paying the debt. The 
sale was one on account after proper notice, and was at a proper 
time and place for such a sale. 

Hence, the sale was not a conversion, and did not discharge 
the debt. The balance left due after application of the proceeds 
to the claim of Nettelton, remains a debt due by defendants to 
Nettelton. Judgment was therefore rendered for the amount claimed. 


—_— 


THE DEFINITION OF FoRGERY.—Among the cases brought in April before 
the General Sessions Grand Jury of New York City, was that of a clerk, 
whose employer had been accustomed to authorize him to fill up blank checks 
signed by the principal, for the purpose of discharging the current expenses of 
the business. On one occasion the employee filled up a check for $2,000, 
afterward converting $600 of it to his own use. The Grand Jury desired to 
know if this was forgery. There was no evidence that he filled the check with 
the intention of wrongfully using it, nor that he knew the amount of bills 
which it would be necessary to pay. Judge Sutherland charged that if an em- 
ployee was authorized to fill a check for $500 and made it $5,000, it was for- 
gery; and that if he knew the amount he inserted in the check to be in excess 
of that required it was forgery. 
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THE LAW OF BANK CHECKS. 


I.—WHEN IS A CHECK ACTUALLY PaID? II.—TRANSACTIONS 
WITH A FaILING BANK. 


A judgment of considerable importance has recently been ren- 
dered by the Supreme Court of California, in the case of The 
National Gold Bank and Trust Co. vs. McDonald. The question 
at issue was, whether a check drawn upon the bank in which it 
is deposited is to be considered actually paid as soon as it is 
entered to the credit of the depositor on his pass-book. In this 
case the defendant, McDonald, kept an account with the plaintiff, 
which, at the time of the transaction at issue, he had overdrawn. 
He handed to the receiving teller, just before the close of banking 
hours, his pass-book and a check for $785, drawn upon the 
plaintiff by one Barton. The teller took the check and entered 
on the pass-book a credit for the amount. ‘The plaintiff, discover- 
ing afterward that Barton’s account was overdrawn, returned the 
check about one hour afterward to McDonald, notifying him that 
Barton had no funds in the bank, and the check was not good. 
McDonald refused to take back the check, on the ground that 
the bank had accepted it as cash, and had so credited his ac- 
count. He therefore paid to the bank a sum sufficient to make 
good his own overdraft, less the $785 credit in dispute. For this 
amount the bank brought suit, which was decided in favor of the 
defendant., The case was appealed to the Supreme Court, and the 
former decision has been reversed. In delivering the opinion of 
the Court, Mr. Justice Crockett thus sums up the points of the 
case and the principle at issue: 


“At the trial the plaintiff proved, subject to the defendant’s objection, that 
for many years there had been a usage in all the banks of San Francisco, by 
which, when checks were presented by a depositor to the receiving teller for 
deposit, he received the checks, whether drawn on that or another bank, and 
entered a credit for them on the pass-book; that the bank then collected the 
checks, and, when paid, entered the proper credits to the depositor on the 
books of the bank; but if a check drawn on another bank was not paid on 
due presentation, or if it was ascertained within banking hours on the same 
day that a check drawn on the same bank in which the deposit was made was 
not good for want of funds to the drawer’s credit, the usage was to return the 
check to the depositor, and cancel the credit in the pass-book. On the defend- 
ant’s motion this evidence was stricken out as inadmissible, and a judgment 
entered for the defendant, from which the plaintiff appeals. 

“When checks on another bank are deposited with the receiving teller, and 
a credit for them entered in the pass-book, it is not contended that they are 
received as cash or otherwise than for collection. If not paid on due presen- 
tation, they may be returned, and the credit in the pass-book canceled. But 
it is insisted that a different rule obtains in respect to checks drawn on the 
same bank; and the argument is, that the officers of the bank must be pre- 
sumed to know, and are chargeable with notice of the fact, whether the drawer 
has funds to his credit when the check is offered for deposit; that if, in fact, he 
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has no funds to his credit, and the receiving teller nevertheless receives the 
check and enters a credit for it in the pass-book, the bank must be held to 
have adopted the check, and to have received it as cash, assuming the risk of 
its being made good, and of the solvency of the drawer. The argument assumes 
that the mere fact of the receipt of the check by the receiving teller, and the 
entry of it in the pass-book, of itself implies an agreement by the bank to 
accept it as cash, and is to be deemed in law as equivalent to the payment of 
the check. The proof shows that nothing more was done in this case. The 
check was handed by the defendant’s clerk to the receiving teller, together 
with the pass-book, without any remark so far as is shown by the evidence; 
and the teller made the entry in the pass-book and handed it back. If any- 
thing more occurred, the evidence fails to disclose it. Does this transaction, 
of itself, import an agreement by the bank to accept the check as cash? Is 
it, in law, equivalent to a payment of the check? ‘There can be no doubt that 
if the bank, through its teller, expressly, or by reasonable implication from his 
acts and declarations at the time, agrees to accept the check as cash, and to 
enter a credit to the depositor for the amount, it will be bound by the agree- 
ment, whether the drawer of the check has funds to his credit or not. But 
the question here is, whether the mere receipt of the check by the teller and 
the entry in the pass-book, nothing more being said or done, of itself consti- 
tutes in law, or is to be deemed equivalent to, such an agreement.” 


After an examination of authorities, the opinion continues : 


“The rule we intend to lay down is, that when a check on the same bank 
is presented by a depositor with his pass-book to the receiving teller, who 
merely receives the check and notes it in the pass-book, nothing more being 
said or done, this does not, of itself, raise a presumption that the check was 
received as cash, or otherwise than for collection. 

“ But it is contended that the late case of Oddie vs. The National City 
Bank, 45 N. Y., 735, is strictly analogous to the case at bar, and should be 
deemed conclusive of the questions involved here. But the opinion of the 
Court in that case must be construed with reference to the facts proved; 
which, in some important particulars, were quite different from the facts of the 
present case. In that case, after the check was deposited, and at a later hour 
of the same day, the drawer deposited a sum much more than sufficient to pay 
the check, and which was paid out on other checks, or applied to make good 
a previous overdraft. There are material discrepancies in the two cases; and 
the New York case may well have been decided against the bank, on the sole 
ground that it misapplied the fund deposited after the check was received. All 
that was said by the Court on points not necessarily involved in the decision 
of the cause, was, at most, but od/ter dictum; and, notwithstanding our great 
respect for the learning and ability of that Court, we must decline to follow 
it in so far as it shall appear, if at all, that in the course of its opinion it has 
stated propositions inconsistent with those we have announced.” 


A case decided in the Wayne Circuit Court of Richmond, In- 
diana, is one involving some totally different points, which grew 
out of the failure of the Cook County National Bank of Chicago. 
This suit was brought by the First National Bank of Crown Point, 
Indiana, vs. The First National Bank of Richmond, Indiana, both 
creditor correspondents of the broken bank. The arguments were 
based upon an agreed statement of facts, which are, in substance, 
as follows: 

On January 15, 1875, plaintiff received from Wiggins & Chees- 
man, of Hagerstown, Indiana, in payment of an indebtedness, 
their check on the Richmond National Bank of Richmond, In- 
diana. The plaintiff having at that time no correspondent in 
Richmond, remitted this check the next day to the Cook County 
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National Bank of Chicago, “for collection and credit.” On Jan- 
uary 18, the latter bank received the check and sent it by mail 
to the First National Bank of Richmond (the defendant), “ for 
collection and credit.” At the close of business hours on the same 
day, the Cook County National Bank suspended business and 
stopped payment. 

On the morning of January 20 the check was received by the 
defendant, and was at once placed to the credit of the Cook 
County National Bank on the books of the defendant, before the 
latter had any knowledge of the failure of the Cook County Bank. 
On the same morning, between the hours of 9 and 11, the cashier 
of defendant. presented the check at the counter of the Richmond 
National Bank, and drew thereon the sum of $5,000 in currency. 
Before the presentation and collection of the check, the defendant’s 
cashier and teller had a notice through newspaper reports of the 
failure and suspension of the Cook County National Bank. 

The statement goes on to set forth the leading point on which 
the plaintiff bases his claim to recover, viz. : 

Prior to and at the time of making this credit, the Cook 
County National Bank was indebted to the defendant in the sum 
of $10,450.49. No part of this indebtedness, however, was incurred 
on the faith or credit of said check, and no consideration had 
passed between the defendant and said Cook County Bank in re- 
lation to said check, except the letter enclosing it for collection 
and credit, and no consideration was at any time given by the 
defendant for said check, except giving the credit aforesaid to said 
Cook County National Bank, unless the facts herein stated consti- 
tuted one. Between the time of payment of said check and the 
hour of one o’clock of the same day, the cashier of the Richmond 
National Bank received from plaintiff a telegraphic dispatch in the 
words following : 


“ Refuse payment of a check for $5,000 drawn by Wiggins & 
Cheesman, payable to my order. A. E. Bunpy, Cashier.” 


And therefore, said cashier immediately called at the office of 
defendant, and exhibited this dispatch to defendant’s cashier and 
teller. 

At the time of its receipt by the Cook County National Bank, 
the plaintiff was not credited with this check, and on sending it 
to the defendant the defendant was not charged with it on the 
books of said bank. But on January 23, 1875, the plaintiff was 
credited and the defendant charged with $5,000 on the books of 
said Cook County National Bank by the person having charge of 
the same, such entries, however, being made without the knowl- 
edge or assent of plaintiff, unless the facts herein set out show 
such assent. 

The judgment of the Wayne County Court was in favor of 
the defendant. The case has been appealed to the Supreme Court 
of the State, whose decision will be looked for with interest on 
this question, which is one of considerable importance. 
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A SUGGESTION IN BRIEF. 


To the Editor of the Bankers Magazine : 


The following plan is offered for the consideration of your 
readers : 

first. The Government to go out of the banking business by 
funding its legal tenders. 

Second. Banks which may deposit Government bonds with 
the Treasurer of the United States, shall be allowed to issue for 
each hundred dollars of bonds ninety-five dollars of circula- 
tion, payable in coin on demand. 

Third. The Government shall reserve the right to deliver at 
its option the bonds to note-holders of any bank which may fail, 
in lieu of redeeming the notes in coin. 

The law of Congress, also, to provide that all taxes and licen- 
ses exacted from the banks shall not aggregate more than — per 
cent. of their capital, except on real estate held by the banks. 

With this, the duty of the General Government would cease, 
and all other matters could be regulated by State authority. 

This plan would give us a sound and homogeneous currency, 
and would protect banks against local and epidemic prejudices. 

CHEYENNE, Wy., March, 1876. G. W 


ee ee 


A VOICE FOR “CONVERTIBLE” CURRENCY. 


To the Editor of the Banker's Magazine : 


Will the Editor excuse an old subscriber to the BANKER’s 
MAGAZINE, if he suggests to him that possibly the next century 
may witness as great improvements in currency as the last has 
witnessed in mechanical machinery ? 

That many generations of able financiers have found it impos- 
sible to redeem a hundred dollars of promises with anything less 
than one hundred dollars of the thing promised if demand is made, 
and that demand has been made, and suspensions of specie 
redemption have ensued at intervals of less than ten years for 
many decades in England and in the United States. That 
ridicule does not answer the arguments of those who believe it 
best to make scrip representing shares in the National debt the 
circulating medium—and this scrip exchangeable for Government 
obligations, or bonds bearing gold interest—which obligations or 
bonds may be re-exchanged for scrip or greenbacks. 

Some subscribers to the BANKER’s MaGaziNE believe that this 
would afford an absolutely convertible or redeemable currency on 
a specie basis, something which the English system has never 
afforded. 
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Will the Editor of the BaNnKEr’s Macazine kindly insert this 
communication, in order that the bound volumes of the old 
Bankers’ organ may bear evidence that some of its patrons entertain 
these views in this centennial year, and believe that financial 
wisdom has not been exhausted in producing the English system 
of bank-note circulation ? S. M. 

Cuicaco, March, 1876. 


[We take pleasure in complying with the request of our correspondent, who 
is entitled to respect for the honesty of his opinions, however far they may 
be from agreeing with our own.—Ep. B. M.] 


eee 


DIGEST OF RECENT LEGAL DECISIONS. 


(From the American Law Review.) 


ALTERATION OF INSTRUMENTS.—Defendant signed a promissory note, on 
the margin of which was written an agreement that it should be paid only on 
a certain contingency. The margin was cut off, and the note negotiated. 
Held, That the defendant was liable on’it to a dona fide holder who had no 
notice of the alteration. Zimmerman v. Rote, 75 Penn. St. 188. 

BANK.—A depositor in a bank, having overdrawn his account, was asked 
by the teller to make it good, and did so by paying money to him over the 
counter of the bank. In an action to recover the amount overdrawn, He/d, 
That the bank was bound by the payment. Zast River National Bank v. 
Gore, 57 N. Y. 597. . 

BonA FIDE PURCHASER.—Bonds transferable by indorsement were indorsed 
in blank by the payee and transferred to plaintiff. Afterwards they were lost 
or stolen, the genuine indorsement was erased, and a new indorsement forged 
by a person who sold the bonds to defendant, who bought them dona fue. 
He'd, That he took no title as against plaintiff (Dwight, C., dissenting). Co/son 
v. Arnet, 57 N. Y. 253. 

CuECK.—A tax-payer, having money in a bank sufficient to pay his taxes, 
gave his check for the amount to the collector, who failed to present it in due 
time. The bank failed, the collector returned the taxes delinquent, and the 
tax-payer was obliged to pay them over again. Add, That the collector was 
liable to him for the amount of the check. Chouteau vy. Rowse, 56 Mo. 65. 


SUPREME CouRT OF MAINE. 


Promissory NotE.—1. A demand by the holder of a note payable’ gen- 
erally may be made upon the maker in the street, the maker having no place 
of business, and raising no objection to the place where the demand is made. 
King v. Crowell. 

2. The actual exhibition of the note at the time of the demand is unneces- 
sary, if the holder then has it with him, and is not requested to produce 
it. 7b, 

3. A notice upon the last day of grace on the indorser, after previous 
demand upon and refusal by the maker upon the same day, is not prema- 
ture. Jd, 

4. A note signed “A. B., Treas. for St. Paul’s Parish,” is the note of the 
parish. A material alteration of a note, in the hands of an indorsee, without 
the knowle Ige of the indorser, discharges the latter. Sheridan v. Carpenter. 

5. An indorser, ignorant of facts accruing subsequently to his transfer of 
the indorsed note which operate to discharge him from liability thereon, pay- 
ing its amount to the holder, upon discovery of such facts, can recover the 
sum so paid in an action for money had and received. /0. 

_ 6. An offer to return the note to the defendant, made at the trial, is suffi- 
cient. Jd, 
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RESPONSIBILITY OF BANKS FOR SAFE-KEEPING OF 
COLLATERAL SECURITIES. 


The Third National Bank of Baltimore vs. William A. Boyd. 
COURT OF APPEALS OF MARYLAND, OCTOBER TERM, 1875. 


C. J. BARTOL delivered the opinion of the Court: 


This suit was brought by the appellee to recover the value of certain coupon 
bonds and stocks, that passed like bank-notes by delivery, which had been 
deposited by the plaintiff with the defendant, and which had been stolen from 
the defendant in consequence of its alleged failure to exercise ordinary care 
in the custody of them. 

The case is one that, from its nature, depended at the trial below mainly 
on the questions of fact arising from the evidence, with regard to the manner 
in which the bonds were lost, and the vigilance and care exercised by the 
bank in their custody. These were questions exclusively for the jury, whose 
province it was to decide whether there was any want or omission of ordinary 
care and diligence on the part of the bank from which the loss of the 
plaintiff’s property resulted. These questions were submitted to the jury by 
the Circuit Court; were decided by them against the bank, and we have no 
authority or power to review their verdict. All the prayers asked by the 
defendant being either conceded by the plaintiff’s counsel or granted by the 
Circuit Court except the éenth, the only matters presented for our consideration 

_on this appeal arise upon the defendant’s ¢enth prayer, which was refused, and 
the at Sourth, fifth, sixth, and seventh prayers of the plaintiff, which were 
granted. 

It appears by the evidence that the appellant was a bank, organized under 
the National Currency Act of 1864. The firm of William A. Boyd & Co., of 
which the appellee was senior member, was a large customer of the bank, 
through which all the banking business of the firm was transacted, and from 
which it received accommodations as needed. On the 5th day of February, 
1866, the firm was indebted to the bank about $5,000, when the appellee vol- 
untarily proposed to the president of the bank to deposit with the bank a 
large amount of bonds, about $37,000, as collateral security for his present 
and future indebtedness. The terms of the deposit, as agreed on between 
Mr. Boyd and the president, were dictated by the latter to the discount clerk, 
and were as follows: 

“THIRD NATIONAL BANK, 
“February 5, 1866. 

“William A. Boyd has deposited with the Third National Bank of Balti- 
more $20,000 in United States 5-20 bonds, and $1,500 5-20s July, 1865; 
$5,000 Hudson County, New Jersey; $5,000 Town of Saratoga, New York, 7 
per cent. bonds; $5,000 stock of Third National Bank of Baltimore, as collat- 
eral security for the payment of all obligations of William A. Boyd and William 
A. Boyd & Co. to the Third National Bank of Baltimore, at present existing 
or that may be incurred hereafter, with the understanding that the right to 
sell the above collaterals in satisfaction of such obligations is hereby vested in 
the officers of the Third National Bank. 

“* Signed, A. H. Barnitz, Discount Clerk.” 


This paper was kept by the cashier of the bank in the same envelope with 
the bonds. Afterward, memoranda were enclosed therein, signed by the 
appellee’s attorney and by the cashier, showing that certain of the bonds originally 
deposited had been withdrawn, and others deposited to replace them. 

It appears from the evidence, that “while these collaterals remained in the 
bank the firm kept a deposit account with the bank, having an average amount 
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of about $4,000 on deposit, and from time to time, as it needed, obtained dis- 
counts varying from $2,000 to $15,000 on the security of the collaterals, but 
frequently and for considerable times, amounting to over five months, it some- 
times owed the bank nothing, but left the bonds in the vault; that at times, 
when the firm wanted money for a very short time, it had obtained it from 
the bank on the security of these collaterals on what were called ‘call loans,’ 
by checks such as the following: 
“ BALTIMORE, July 13, 1871. 
“Third National Bank of Baltimore, pay to order of call loan on general 
collaterals, four thousand dollars. WILLIAM A. Boyp & Co.” 


“The firm was not indebted to the bank subsequent to July, 1872, when it 
paid its last indebtedness. The bonds were not withdrawn, but left with the 
defendant under the original agreement.’? The bank was robbed and the 
bonds stolen in the manner described in the testimony, between Saturday 
evening, the 17th, and Monday morning, the 19th of August, 1872. It appears 
from the proof, that the giving of the bonds as collateral security was the vol- 
untary act of the plaintiff, not done at the instance or request of the defendant; 
that the bank officers considered the account of the plaintiff’s firm a very 
desirable one, and considered the arrangement by which every liability of theirs 
was secured by the collaterals very advantageous to the bank, “which was 
under no obligation to lend them anything; but the bonds and stocks were to 
be held as collateral security for all loans that might be made to them, and 
for their liability on any paper signed or indorsed by them, which might at 
any time be held by the bank,” 

The defendant, be its tenth prayer, asked the Court to instruct the jury 
“that the defendant had no power by the Act of Congress under which it was 
incorporated, to assume and undertake the keeping of the plaintiff’s bonds 
while they were not held as collateral security for debts owing to it, and if the 
jury shall find that when the bonds were stolen * * * there was not and 
had not been for nearly three weeks any indebtedness for which they were 
held as security, then the plaintiff cannot recover in this action.” 

This prayer raises the question of the power of the bank to accept and 
retain the deposit of the plaintiff’s bonds in the manner and for the purpose 
disclosed in the evidence. Having been organized under the Act of Congress 
of 1864, ch. 106, the powers of the bank are limited and defined by the pro- 
visions of that Act. 

By Section 8. It is authorized “to exercise all such incidental powers as 
shall be necessary to carry on the business of banking, by discounting prom- 
issory notes, drafts, bills of exchange and other evidences of debt; by receiving 
deposits ; by buying and selling exchange, coin and bullion; by loaning money on 
personal security, and by obtaining, issuing, and circulating notes according to 
the provisions of this Act.’’ 

he construction of this section was considered by this Court in Weckler 
vs. First National Bank of Hagerstown, decided at the last term (Md.). The 
precise question, however, now presented, did not arise in that case. There 
the attempt was made to hold the bank responsible for alleged fraudulent rep- 
resentations made by its teller, in the sale of bonds of the Northern Pacific 
Railroad Company, which the narrator alleged the bank was engaged in selling 
on commission. It was decided that “the business of selling bonds on commission 
was not within the scope of the powers of the corporation”? under the Act of 
Congress to which we have referred. It was further held, that the defense of 
ultra vires was open to the bank under the decision in The Steam Navigation 
Co. vs. Dandridge, 8 G. & I., 318, 319, and consequently that “the bank was 
not responsible for any false representations made by its teller to the plaintiff, 
whereby she was induced to purchase the bonds in question.” It is contended 
that the case now under consideration comes within that decision. In the 
argument of the cause, the counsel for the appellant has treated the transaction 
as a mere gratuitous deposit, simply for the convenience or accommodation 
of the appellee, and for the purpose of affording a place of safe-keep- 
ing for his bonds, and has argued that the bank had no power to accept a 
bailment of that kind, or, in other words, to become a mere safe-deposit com- 
pany, and was not therefore responsible for the loss. 
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There is very strong ground, both upon reason and authority, in support of 
the proposition that a National Bank, deriving its existence and exercising its 
powers under the Act of Congress referred to, is not authorized to enter into 
a contract as a mere gratuitous bailee, by receiving on specific deposit for safe- 
keeping merely, coin, jewelry, plate, bonds, or other valuables. Such a con- 
tract does not appear to be authorized by the terms of the 8th section, as a 
transaction “ within the ordinary course and business of banking, or incident 
to it;’’? and has been decided by the Supreme Court of Vermont to be “unau- 
thorized by the law, and beyond the scope of the corporate powers.’’ Wiley 
vs. First National Bank of Brattleborough. The very well considered opinion 
by Judge Wheeler in this case will be found in the American Law Register, 
N. S., vol. iv, No. 6, accompanied by an able note from the pen of Judge 
Redfield, in which the cases are collected and reviewed. 

In the case of The First National Bank of Lyons vs. The Ocean National 
Bank, the Court of Appeals of New York have recently made a similar decision. 

Assuming these decisions to be correct, and we are not disposed to ques- 
tion their soundness, it is clear that the contract entered into by the bank in 
this case was not a mere gratuitous bailment. As shown by the paper of 
February 5, 1866, the bonds were not received on special deposit /or safe- 
keeping merely, but were received as collateral security for a debt then existing, 
and for all obligations that might thereafter be incurred by the depositor. We 
entertain no doubt of the power of the bank to enter into a contract of that 
kind. To accept such collateral security for existing debts, and for future loans 
and discounts, is a transaction within the usual course of the business of bank- 
ing and incident thereto, and therefore within the terms of the Act of Congress, 

The power of National Banks to receive such deposits was distinctly recog- 
nized by the Supreme Court of Vermont, and the Court of Appeals of New 
York, in the cases before cited, and we are not aware that it has ever been 

uestioned. On this point we refer to the able opinion of Judge Sharswood in 
frie Bank vs. Smith, Randolph & Co., 3 Brewster, R. 9. In Maitland zs. 
The Citizens’ National Bank, 40 Md., 540, this Court affirmed the right of a 
National Bank to receive on deposit the note of a third person as collateral 
security for future loans or advances to the depositor. 

The original contract of bailment being valid and binding, the obligation of 
the bank for the safe custody of the deposit did not cease when the appellee’s 
debt had been paid. There is no evidence that the contract was changed; on 
the contrary, the evidence shows “the bonds remained with the bank under 
the original agreement,” aS collateral security for any indebtedness of the 
appellee that might thereafter accrue, and for any liability of himself, or of the 
firm of which he was a member, on any paper signed or indorsed by them, 
which might at any time be held by the bank. For these reasons the Circuit 
Court committed no error in refusing the appellant’s tenth prayer. 

The appellant’s counsel have argued that the memorandum of February 5, 
1866, cannot be construed as a contract made by the appellant, because it does 
not appear that the officers by whom it was made were authorized to bind the 
bank. This point is not properly before us, was not made in the Circuit 
Court, and is not presented by the bill of exceptions. All the prayers of the 
appellant go upon the theory that the bonds were held by the bank as collat- 
eral security. But even if the question of the authority of the officers to bind 
the appellants were open on this appeal, it may be observed, that, the contract 
of bailment being one which it was competent for the corporation to make, 
and having been made by its officers acting within the scope of their general 
powers and apparent authority, and in the exercise of powers usually delegated 
to like officers, the bank would be estopped to deny their authority. It may 
be added further, that there was evidence from which the jury might properly 
have inferred that the authority had been conferred upon the president and 
cashier, and that their acts were known to and sanctioned by the directors. 
Union Bank vs. Ridgly, 1 H. & G., 325, 413, 430. But, as we have before 
said, the question of the authority of the officers to act for the bank in the 
transaction is not before us. 29 Md., 2, Rule 4. 

With respect to the several prayers of the appellee which were granted by 
the Circuit ely and referred to in the bill of exceptions, we do not under- 
stand that any objection is made to them by the appellant, so far as they 
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instructed the jury upon the question of the degree of care which the appellant’s 
officers were bound by law to exercise in the custody of the appellee’s bonds. 
In this respect they do not differ from the prayers granted at the instance of 
the appellant. By the appellee’s fi7s¢ prayer the jury were instructed that the 
defendant would be responsible, if the jury found from the evidence that the 
bonds had been stolen in consequence of the failure on the part of defendant 
to exercise such care and diligence in the custody or keeping of them, as at 
the time banks of common prudence, in like situation and business, usually 
bestowed in the custody and keeping of similar property belonging to them- 
selves; that the care and diligence ought to have been such as was properly 
adapted to the preservation and protection of said property, and to have been 
proportioned to the consequence likely to arise from any improvidence on the 
part of defendant. No objection has been made, nor could any be justly urged 
against this proposition. The prayer further instructed the jury that, in deter- 
mining whether or not such care and diligence were used, “the jury may take 
into consideration whether it was a proper precaution for the defendant to have 
had an inside watchman at night and on Sundays; whether such watchman 
ought to have kept awake at night, and whether the bank ought ever to have 
been without an inside watchman at any part of the day on Sunday, and ,that 
they may take into consideration the nature and value of said bonds, their lia- 
bility to loss, the temptation they offered to theft, the difficulty of recovering 
them if stolen, the situation of the building and vault, and the sufficiency of 
the safe in which the defendant kept them at the time they were stolen.” 

Exception has been taken to the last part of the prayer, because of the 
enumeration of certain questions as proper to be considered by the jury, in 
determining whether such care and diligence had been used by the bank as 
was defined in the prayer. Bul we find no error in this part of the instruc- 
tions. The particular subjects of inquiry mentioned were proper for the con- 
sideration of the jury. Their province was not invaded, nor was there any- 
thing to mislead them. They were not told, in any of the particulars mentioned, 
the evidence showed a want of due and ordinary care on the part of the bank; 
and by the appellant’s seventk prayer, they were instructed “that it was a 
question to be determined by them from all the facts and circumstances in the 
case, whether there was or was not that degree of care and diligence used by 
the defendant in the protection and preservation of the plaintiff’s property 
which is defined in the plaintiff’s first prayer.” 

The degree of care and diligence required by the law was properly defined 
by the Circuit Court. The question whether it had been exercised by the . 
defendant was fairly submitted to the jury upon all the facts and circumstances 
of the case. This was a question of fact exclusively within the province of 
the jury to decide. We have no power to disturb their verdict, and we have 
refrained from stating the facts and circumstances showing the manner in which 
this most extraordinary and unforeseen robbery was committed upon the bank. 

The only question left for us to consider is, as to the proper measure of 
damages. This was decided by the Circuit Court to be “the value of the 
bonds at the time they were stolen.’”” The appellant contends- that this was 
error, and insists that the true measure is their value on the gth day of Sep- 
tember, 1872, when they were demanded by the appellee. It appears, by the 
agreement of the counsel, that the bonds had slightly diminished in value be- 
tween the time of the robbery and the time they were demanded. At the 
former date they were worth $25,911.25, and at the latter their value was 
$25,400.63. 

In our opinion, the rule laid down by the Circuit Court is correct. In a 
case of this kind the measure of damages is the value of the property lost; 
the only question is, at what time is this value to be computed? Its value not 
being fixed for ascertaining, it may become of much importance, and has been 
the subject of considerable discussion in the courts, and the decisions are by 
no means uniform. In Maryland the measure of damages in trover is ordi- 
natily the value of the property at the time of the conversion (Hebburn vs. 
Senell, 5 H. & J., 211; Sterling vs. Garritee, 18 Md., 468), and we think the 
same rule may, by analogy, be applied to the present case. Here the ground 
of the action is the alleged breach of the contract of bailment, by reason of 
the failure on the part of the bank to exercise due care in the custody of the 
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bonds, whereby they were lost. The true measure of damages would seem to 
be their market value computed at that time. This question arose in Balti- 
more Marine Insurance Co. vs. Dalrymple, 25 Md., 244. , In that case there 
was a pledge or hypothecation of‘stock as collateral, the contract of bailment 
having been broken by the illegal sale of the stock by the bailee. The other 
party, being cognizant of the breach, waited for two years, and, the stock hav- 
ing risen on the market, demanded the same, offering to redeem, and claimed 
that the value of the stock should be computed at the time of his demand. 
But it was held that the measure of damage was its value at the time of the 
breach. 

Without repeating the reasons and authorities upon which that decision was 
placed, we refer to the opinion of the Court at pages 305, 306, 307, 308. 

In Coyle, 34 Md., 235, cited by the appellant, it was ruled that the plaintiff 
was entitled to recover the value of the bonds deposited, ascertained at the 
date they were demanded. But that case is not applicable here. There was 
no evidence of the time when they had been lost,or that they had changed in 
value, and the contract there sued on was not the same as this. In that case, 
by the contract of bailment, the bailee had the option to return the securities 
deposited or their value in money on demand. In this case, the legal obliga- 
tion of the bailee was to keep the bonds of the appellee safely, and to return 
them to him when the contract ended. Strictly, this obligation could not be 
discharged by the payment to the appellee of their value in money. After the 
bonds had been lost, and it had become impossible to return them, there was 
no necessity for a demand, and when made it could have no significance or 
effect in determining the rights of the parties. These had become fixed when 
the breach occurred by the loss of the bonds, and in our judgment the proper 
measure of damages is their value computed at that time. Finding no error 
in the rulings of the Circuit Court, the judgment must be affirmed. 

Judgment affirmed. 


oo 


THE LAW OF BILLS OF LADING. 


DECISION OF THE SUPREME CouRT OF OHIO. 
(From 25, Ohio State Reports.) 


1. By the rules of commercial Jaw a bill of lading is regarded as the symbol 
of the property therein described, and in case the shipper reserves to himself 
the jus disponendi, he can transfer the title at any time before the property is 
delivered by the carrier to the consignee, as effectually by the delivery of the 
bill of lading as by the delivery of the property itself.—Emery’s Sons vs. Irving 
National Bank, 360. 

2. If the consignment be made by a vendor to a vendee, the question 
whether the consignor reserved the jus disponendi is one of intention, to be 
gathered from: all the facts and circumstances of the transaction.—Ib. 

3. If the right to control the property be reserved by the shipper, the 
carrier must be regarded as his agent; if not, then as the agent of the con- 
signee.—Ib. ’ : L 

4. On such question of intention, the terms of the bill of lading are to be 
taken as the admissions of the consignor, and are entitled to great weight, but 
are not conclusive.—Ib. : 

5. Nor is the fact, that the consignee had contracted with the carrier for 
special rates of freight, conclusive that the goods were delivered by the con- 
signor to such carrier as the agent of the consignee.—Ib. 

6. Where the vendor of goods consigns them to the purchaser, taking a 
bill of lading from the carrier, and intending to reserve the right of control 
over them, at the same time draws upon the purchaser for the price, and de- 
livers the bill of exchange with the bill of lading attached, to an indorsee, for 
a valuable consideration, the consignee, upon receipt of the goods, takes them 
subject to the right of the holder of the bill of lading to demand payment of 
the bill of exchange, and cannot retain the price of the goods on account of a 
a debt due to him from the consignor.—Ib. 
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INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. Notes PAYABLE IN THE “ EXCHANGE” OF A PARTICULAR BANK. 


The attention of our Milwaukee bankers has again been called to a custom 
adopted or permitted by some of the Eastern merchants to oblige their friends, 
viz.: That of taking notes payable in exchange of a certain bank. 

I beg to ask you, and through you bankers generally, the following ques- 
tion: Suppose the Batavian Bank, our correspondent at La Crosse, Wisconsin, 
held such a collection, payable at the First National Bank of La Crosse, on 
the day of its suspension. Now if the First National should tender its own 
draft in payment, 7 accordance with terms of note, would the Batavian Bank 
suffer the loss, and could they demand anything farther? 

T. L. BAKER, 
Manager Milwaukee Clearing-House Association. 


RepLy.-—Such paper is not a valid promissory note. To possess that char- 
acter it must be payable in money, and nothing else. It is consequently not 
negotiable. It is simply a contract to accept the commodity agreed upon, and 
the holder has no right to demand as payment for the paper anything except 
the “exchange*’ for which it calls, whether the draft which constitutes such , 
“exchange” be good or bad. The loss, if any, must therefore fall upon the 
owner of the paper, and not upon the collecting bank. 

Notes payable in “exchange” are utterly wrong, apart from the question of 
validity, because the conditions of payment are unbusinesslike and unjust to 
the holder for collection. If inserted to divert from the latter the small profit 
which is justly earned, it appears a trick as shabby as it is sharp. 


II. NoTes PAYABLE AT A FAILING BANK. 


A makes a note for $500, payable to the order of B at the banking-house 
of Bum & Co., due February 1, 1876. Before maturity, B, for value, assigns 
the note to C. On the day before the note matures, A deposits in the bank- 
ing-house of Bum & Co. $500, with instructions to pay said note. C fails to 
present the note on the day it falls due, and the day following the maturity 
thereof, Bum & Co. fail. Can C collect the note of A? 


Repty.—A, having fulfilled his duty by depositing the money to meet his 
note at the place where it was payable, cannot be holden to make good the 
fault of C, who must suffer for his own negligence in failing to present the 
note properly for payment. 

This point is stated distinctly in Story on Promissory Notes, § 228, viz.: “If 
by such omission or neglect of presentment and demand he [the maker] has 
sustained any loss or injury, as if the bill or note were payable at a bank, 
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and the acceptor or maker had funds there at the time, which have been lost 
by the failure of the bank, then and in such case the acceptor or maker will 
be exonerated from liability to the extent of the loss or injury so sustained.” 


III. THE RIGHT OF SEARCH. 


Have the revenue collectors any authority to examine the canceled checks 
held in bank vaults ? 

When such examination has been made, and canceled checks are found un- 
stamped, have they any authority to request offers of compromise from the 
bank holding such paid unstamped checks ? 

RepLy.—The National Banks are protected by the National Bank Act, 
which provides (in section 54) that they shall not be subject to any visitorial 
powers other than those of the examiners duly authorized by that Act, “except 
such as are vested in the several courts of law and chancery.” This point was 
undisputed until about three years ago, when the Commissioner of Internal 
Revenue asserted the right of search by his officials. It was, however, clearly 
settled a few months since by Secretary Bristow, who upheld the plain inter- 
pretation of the law, and limited such privileges to the National bank exam- 
iners. In the case of State banks and private bankers there is apparently no 
such exemption, if the internal revenue officials should demand admittance. 

Revenue collectors have no legal authority to request offers of compromise 
from banks holding unstamped checks. Such a request would be properly met 
by refusal, and by its report to the Department. 


IV. NATIONAL BANKS AND STATE LAWS. 


The usury statute of the State of Vermont is as follows: ‘‘ Whenever a 
greater rate of interest than is allowed by law (7. ¢., 6 per cent.) shall have 
been paid, the person paying the same may recover back the amount so paid 
above the legal interest, with interest thereon from the time of payment, in 
an action of assumpsit, declaring for money had and received, or goods sold 
and delivered, as the case may be.” Limited by statute of limitation to six 

ears. 
, Will you please take into consideration the above statutes, and also those 
usury laws of the United States governing National banks, and favor us by 
answering these questions: 

Ist. May the usurious interest received by a National bank be recovered 
back by the person who paid it, by a suit in the State courts under State laws? 

2d. Would not the forfeiture of the extra interest so received be governed 
by the laws of the United States? 

3d. Would the statute of limitation of the State or that of the United States 
prevail in such case. 


REPLY.—1. Usurious interest paid to a National bank may be recovered by 
the borrower by a suit in a State court, but under the United States law, not 
under the law of the State. 

2. The forfeiture of the extra interest would be governed by the United 
States law. 

3. In regard to National banks this law prevails always over that of the 
State. 





1876. ] BANKS AND BANKERS OF THE UNITED STATES. 899 


BANKS AND BANKERS OF THE UNITED STATES. 
The Number in each State and Territory. 


CoMPILED FROM THE BANKER’S ALMANAC AND REGISTER, 1876. 


National. State. Savings.* Private. 
Alabama 10 6 ‘ oo 19 
Arkansas i 2 I ar 10 
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New Voth Cy... csccces css 


t 


_ 
SILIIESlsSllI lI lLIStelrlattrtitd 


Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
Tennessee 


Vermont 

Virginia 

West Virginia 
Lo ee 
Washington Territory 
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* These are savings banks proper, organized for the benefit of defositors. 
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BANKING AND FINANCIAL ITEMS. 





THE SILVER BILL.—The legislation in Congress upon the question of issu- 
ing silver coins in place of fractional currency, resulted in the passage on April 
1oth of the act below. In the original bill the House had inserted a pro- 
vision that the silver dollar should be a legal tender to the amount of fifty 
dollars. The Senate committee, to whom the bill was referred after its pas- 
sage in the House, reduced this to twenty dollars, but finally this provision 
was stricken out, The bill passed was as follows: 

Be it enacted, &c., That there be, and hereby is, appropriated out of any 
money in the Treasury not otherwise appropriated, the sum of $163,000, to 

rovide for engraving, printing, and other expenses of making and issuing 
Tnited States notes, and the further sum of $48,000, to provide for engraving 
and printing National bank notes, to be disbursed under the Secretary of the 
Treasury. 

SECHON 2. That the Secretary of the Treasury is hereby directed to issue 
silver coins of the United States of the denomination of 10, 20, 25, and 50 
cents of the standard value, in redemption of an equal amount of fractional 
currency, whether the same be now in the Treasury awaiting redemption, or 
whenever it may be presented for redemption; and the Secretary of the Treas- 
ury may, under the regulations of the Treasury Department, provide for such 
redemption and issue by substitution, at the regular sub-treasuries and public 
depositories of the United States, until the whole amount of fractional currency 
outstanding shall be redeemed; and the fractional currency, under this act, 
shall be held to be a part of the sinking fund provided for by the existing 
law, the interest to be computed thereon as in the case of bonds redeemed 
under the acts relating to the sinking fund. 


THE IssuE OF SILVER CoIN.—The Secretary of the Treasury issued on 
April 18, the following regulations for the issue of silver coin: 

The several officers below named are hereby authorized upon the presenta- 
tion at their respective offices for redemption of the fractional currency of the 
United States in sums of $5 or multiples thereof, assorted by denominations, 
and in amounts not to exceed: $100, to issue therefor a like amount of the 
silver coin of the United States of the denomination of Ioc., 20c., 25c., and 
Soc. ; and furthermore, upon the presentation for redemption at the office of 
the Secretary of the Treasury of the United States in this city, of any amount 
of such currency properly assorted, and in sums of not less than $5, the 
Treasurer is authorized to issue silver coin therefor to the amount of the cur- 
rency presented, or he may issue his check therefor payable in silver at either 
of the offices hereinafter named, at the option of the party presenting the cur- 
rency. As far as may be practicable from time to time, fractional currency 
redeemed in silver under these instructions by any of the Assistant Treas- 
urers, or any designated depositories of the United States, will be sent in 
sums of $1,000 or multiples thereof, to the Treasurer of the United States in 
this city, the amount to be charged in the Treasurer’s general coin account as 
a transfer of funds; and any amount of such currency for which silver has 
been paid remaining at any time in the cash of the several offices, will be 
treated as coin assets; and in nocase will such fractional currency be re-issued. 

Fractional currency sent by express or otherwise to the officers below 
named, for redemption in silver under the provisions of this circular, should be 
accompanied by a letter of advice, stating fully the address of the sender and 
how the remittance in payment therefor is desired, and if by Treasurer’s 
check, the office at which the check should be made payable. The Govern- 
ment will not pay express charges on the silver issued or the fractional cur- 
rency presented for redemption under the provisions of this circular. 

The officers herein referred to are as follows: The Treasurer of the 
United States in Washington, the Assistant Treasurers of the United States 
at Boston, New York, Philadelphia, St. Louis, Charleston, New Orleans, Cin- 
cinnati, Chicago, San Francisco and Baltimore, and the United States Deposi- 
tories at Buffalo and Pittsburg. 
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THE UNFAIR TAXATION OF BANKS.—With a view to obtaining through 
Congressional action some relief from the excessive and unequal burden of 
taxation, a delegation of bank officers, accompanied by Mr. Knox, the Comp- 
troller of the Currency, appeared on April 12 before the Committee of Ways 
and Means at Washington. The delegation consisted of Messrs. C. B. Hall, 
of Boston; E. G. Spaulding, of Buffalo; J. E. Williams, P. C. Calhoun, and 
G. F. Baker, of New York City; E. B. Judson, of Syracuse; D. J. Fallis, 
of Cincinnati; W. H. English, of Indianapolis; J. S. Norris, of Baltimore, 
and others. Messrs. Hall, English, and Fallis addressed the committee in 
favor of a repeal of the provisions of the National Bank Act which impose 
taxes on capital and deposits. The delegation had a second hearing on the 
succeeding day, when Messrs. Spaulding, Judson, and Williams were heard. 
The subject was discussed at great length, as was a!so the effect, which would 
be produced by a repeal of the Resumption Act. Most of the bankers argued 
that its repeal would be of disastrous effect to the interests of the country. 

The mischiefs threatened by bad taxation in New York were discussed at 
a large meeting of the bank officers of this city on the 18th of April. On a 
call of ayes and noes important resolutions were unanimously passed, which 
will be found of general interest, as expressing in an authoritative and com- 
pendious form the deliberate judgment of our most experienced financial men. 
Several of these important questions have been discussed in the present and 
former numbers of the BANKER’S MAGAZINE. The resolutions are as follows: 

Resolved, That the officers of Banks composing the Clearing-House Asso- 
ciation consider itg to be their duty, and they will recommend to their 
respective institutions, to earnestly contest, by all legal means, the right 
claimed by the Tax Commissioners of the City of New York to assess the 
shares of Bank stock to the extent now proposed, and for the following 
among other reasons: 

ist. That the assessment is in excess of the authority given by Congress 
to tax the shares of National Banks, “but not at a greater rate than other 
moneyed capital.” 

2d. That the proposed tax is upon a valuation having no respect to the 
convertibility of Bank shares in the market, and one that is not applied to 
any other species of property. 

3d. That while in all other forms of personal property the right of de- 
ducting Government Bonds and of offsetting debts due by the party taxed is 
admitted, it is, in respect solely of Bank shares, absolutely denied. 

4th. That the tax proposed is so oppressive, that it may compel the Banks 
to divide their surpluses among shareholders just at a time when they are 
most needed to meet the losses continually occurring to them by failures of 
business houses, and to provide for the peculiar exigencies of the commercial 
community in returning to specie values. J 

5th. That it will drive out of the city a large amount of capital from 
abroad invested in shares of City Banks, which now contributes a great 
amount to State and City taxes. 

6th. That such oppressive taxation will tend to diminish the power of the 
Banks to such an extent that they cannot furnish the guarantees required to 
retain the confidence and the deposits, as hitherto, of the country at large, 
and it will therefore add a new influence to many others now operating to 
lessen the importance of the City of New York as a Commercial Metropolis. 

7th. That the proposed assessment is not only an unequal tax upon the 
Banks themselves, but that it will operate as a special and oppressive burden 
upon the commercial community, and is therefore subversive of the very 
purposes of taxation. 

Resolved, That the legal counselors of the various Banks be requested to 
meet Judge Emott, the Counsel of the Tax Committee, at the Clearing-House 
on Wednesday (to-morrow) at three o’clock, to confer together upon such 
method of legal proceedings as shall most effectually meet the necessities of 
the case. 

According to the last resolution, the bank officers and their counsel held, 
on April 19, a conference with Judge Emott, in reference to the increased assess- 
ment proposed by the Tax Commissioners. After a long discussion a commit- 
tee was appointed to consider the matter further and report the best means of 
resisting the collection of the tax. 
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THE GENEVA AWARD Bonps.—In pursuance of the Act of April 11, 1876, 
to enable the Secretary of the Treasury to pay the judgments of the Commis- 
sioners of Alabama Claims, the Secretary gave notice on April 17 that sealed 
proposals would be received at the Treasury Department until noon on the 
24th of April, and opened immediately thereafter, for the sale of 5 per cent. 
coupon or registered bonds of the Funded Loan of 1881, in lots of not less 
than $500,000, to the total amount of $5,883,000. These bonds were sold for 
gold. Bids were opened accordingly, the lowest being 102.25, and the highest 
103.78; At this rate the entire amount was awarded to Drexel, Morgan & 
Co., representing themselves; N. M. Rothschild & Sons, J. S. Morgan, and 
August Belmont. 


LIQUIDATION.—The National Currency Bank of New York is about to go 
into voluntary liquidation. 


THE SUSPENDED BANK.—On April 6 a meeting of stockholders of the 
National Bank of the State of New York was held, to consider the advisability 
of a resumption of business. Over one-third of the capital stock was repre- 
sented at the meeting. The following report showed the condition of the bank 
at close of business on April 5: 


ASSETS. 


Loans afd discounts ........6 scccccccosejfescscccece GSQEIZ7:27 
Real estate 200,000.00 

19,130.70 
Suspense account 104,022.72 
Railroad bonds 68,898.26 
United States bonds, 10-40s 50,000.00 
IE IIE as sincis pasa aririncd amend aaa amnanmbled 15,337-78 
Merchants’ National Bank, gold 8,662.18 
Merchants’ National Bank, currency 86,246.53 
Profit and loss 1,221,567.11 
Legal tenders, specie, National bank notes......... 24,011,85 


Redemption fund with United States Government.. 3,650.00 


$ 2,293,251.40 
LIABILITIES, 
Capital stock 
Bank notes issued 
Distant banks 
Unpaid dividends 
Individual deposits 


$ 2,293,251.40 

The difference between capital stock and profit and loss accounts shows a 
loss of $778,432.89, of which it is hoped that a considerable amount will be 
saved. It was proposed that business be resumed on a capital of $800,000, 
provided that the consent of the Comptroller of the Currency and of the re- 
maining stockholders be obtained. An invitation was extended to the latter to 
call at the bank and sign the agreement. On April 7, Messrs. August Bel- 
mont and Lawrence Turner, President and Vice-President, having resigned 
from the Board of Directors, W. H. Hays was elected President and Henry 
Morgan Vice-President. George R. A. Ricketts has been made Cashier. D. 
Drake Smith resigned from the Direction, and John Jacob Astor and James T. 
Closson were elected Directors. The Comptroller has given his permission to 
the proposed resumption of business, which is to be on May 1. 


Tue Security SAvincs BANK FraAupD.—John Seil, late book-keeper of 
the broken Security Savings Bank, was arrested on April 15th, on charge of 
defrauding the Bank of $60,000 during the four years in which he had been 
employed there. It is stated that his method of fraud was by entering 
deposits made by sundry customers of the Bank in the ledger account of 
another person, whose attorney he claimed to be, and after a day or two 
drawing the money in her name. 
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ALEXANDER T. STEWART, the leading dry-goods merchant in the United 
States, and the largest payer of taxes into its Treasury, died on April 1oth, 
at his residence in this city. 

Mr. Stewart was the oldest member of the Board of Directors of the 
Merchants’ National Bank. At a meeting of this Board, held April 12th, 
resolutions appropriate to his death were adopted, among which was the, fol- 
lowing : 

“This Bank has enjoyed the advantage of his watchful care and ripe 
commercial judgment for thirty-three years, where his presence, and the valued 
traits of his character, his firm integrity, absolute truthfulness, wonderful 
sagacity in the judgment he formed of men and affairs, courage and unflinch- 
ing patriotism, have commanded our respect and affectionate esteem.” 


BANKRUPTCY PROCEEDINGS.—At a meeting of the creditors of F. Schu- 
chardt & Wells, held in April, Mr. Charles M. Fry, of the Bank of New 
York, was chosen assignee. Claims amounting to over $700,000 have been 
proved, among which are those of a _ large number of foreign creditors. It is 
understood that the assets of the firm are large, and that an early dividend 
will be paid. 

THE creditors of Duncan, Sherman & Co. met on April 22d. On nomi- 
nation by Mr. Southmayd, the representative of Baring Bros. & Co., of Lon- 
don, whose claims amount to $650,000, Mr. Charles E. Strong, counselor-at- 
law, was unanimously elected assignee in bankruptry. 


A LAND CREDIT CoMPANY.—The success of the Crédit Foncier of France 
has stimulated American enterprise to utilize landed property as a basis for 
the investment of foreign capital in this country. Several prominent gentle- 
men, of high character and acknowledged ability, have taken steps to this end, 
and a bill has been introduced in Congress to incorporate “ The National Bond 
and Mortgage Company of the United States.” Among the incorporators are 
John C. New, Treasurer of the United States; Judge E. B. Martindale, of 
Indianapolis; Shelby M. Cullom, President State National Bank of Illinois; 
Charles Gibson, of St. Louis, and others, including George R. Gibson, 
of Mattoon, Illinois. The latter gentleman, who is well known to the banking 
community in the West, has given much attention and study to the questions 
involved in this enterprise, some of his views having appeared a few months 
since in this magazine. The object of the company is the loaning of money 
upon bond and mortgage, secured by real estate, and the issuing of their own 
bonds based upon such mortgages. It is proposed that its principal office 
shall be at Indianapolis, with another at Washington. 

Under assurances of proper management and unquestionable security, there 
ought to be attracted to this country a very large amount of capital, which 
awaits profitable employment in England and Europe. 


KansaAs.—On the morning of April Ig9th, at about ten o’clock, two men 
entered the Baxter Bank, at Baxter Springs, presented pistols at the cashier’s 
head, robbed the safe of $3,000, and escaped into the Indian Territory. 


KentTucky.—The Kentucky interest law has been changed by act of Leg- 
islature so as to limit to 8 per cent the amount which may be taken by special 
agreement. Legal interest, unless otherwise contracted for, remains at 6 per 
cent. The amendment takes effect on September 1, 1876. 


BANK REFORM IN CHICAGO.—The Chicago Clearing-House, on April 12th, 
passed unanimously a resolution requesting the Comptroller of the Currency 
to instruct the Bank Examiner of that district to report to the Clearing-House 
any National Bank shown by his examination to have impaired its capital, 
or to be doing a dangerous business. The Comptroller has made it known 
that he would accede to such a request. Notice was also given, in accord- 
ance with the rules of procedure, that at the next meeting a rule would be 
submitted for adoption directing the Clearing-House Committee, at its discre- 
a. to examine thoroughly the affairs of any member of the Clearing- 

ouse. 
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PROCEEDINGS AGAINST STOCKHOLDERS.—Steps have been taken to enforce 
the liability of shareholders of four Chicago banks. The receiver of the Scan- 
dinavian National Bank, Mr. J. D. Harvey, has received an order from the 
Comptroller to make an assessment on the stockholders of 50 per cent. on the 

ar value of their stock. Of this stock over $130,000 is held by parties living 
in Stockholm, Copenhagen, and elsewhere abroad, while of the remaining 
$85,000, held in this country, only $25,000 is in the name of persons from 
whom anything can be collected. The liabilities of the bank were $250,000, 
on which 40 per cent has been paid to depositors. 

In the case of the Manufacturers’ National Bank, there are pending in the 
United States Courts suits which may increase the liability of the stockholders, 
and until the amount shall be determined no measures can be enforced. It is 
stated that the assets amount to nothing. The settlement of some legal ques- 
tions also delays proceedings against the shareholders of the Cook County 
National Bank. 

The assets of the Commercial Loan Company have already yielded 50 per 
cent., and are expected to yield 25 per cent. more. The balance of 25 per 
cent. will be realized from the stockholders. 


FAILURE.—The City National Bank of Chicago closed its doors on the 
morning of April 24, and has gone into voluntary liquidation. The bank had 
a capital of $250,000, with a surplus of $130,000. Its other liabilities are 
about $800,000. The directors express the hope that the assets will pay in 
full if a short time be allowed. 


Iowa.—The First National Bank of Bloomfield has changed its organiza- 
tion from the National system to one under the laws of the State of Iowa, 
with the same capital, stockholders, directors, officers, and correspondents. Its 
officers are W. McK. Findley, President; J. B. Glenn, Cashier, and W. H. 
Glenn, Assistant Cashier. A statement which found its way into print that 
this bank had “suspended,” was entirely without foundation, and grew doubt- 
less out of the Avo forma liquidation requisite for the change above mentioned. 


THE PHILADELPHIA STOCK EXCHANGE.—At the annual election for officers 
of the Philadelphia Stock Exchange, held in March, the following gentlemen 
were elected: President, H- G. Gowen; First Vice-President, J. H. Seaver; 
Second Vice-President, W. J. Morris; Third Vice-President, N. Thouron; 
Secretary and Treasurer, John C. Johnson. 


THE Ledger says of the transactions of the Philadelphia Stock Exchange 
during the month of March: “The largest number of shares of any 
one company sold in the month of March was of the Pennsylvania Rail- 
road, 232,950 shares. Of Reading Railroad, 97,965 shares sold; of Heston- 
ville Passenger Railroad, 75,450 shares; of Philadelphia and. Erie Railroad, 
17,000 shares; of Insurance Company of North America, 5,168 shares; of 
Spruce and Pine Streets Passenger Railway, 4,505 shares, and of American 
Buttonhole Company, 5,505 shares. 

“The entire amount of bank shares sold at the Stock Board in this city in 
all the month of March was but 661 shares. The largest number of shares of 
any one was of Mechanics’ National Bank, 198; the next largest, Commer- 
cial National, 153; and the next largest, Manufacturers’ National, 107. Of 
the Philadelphia National there was a sale of but one share, and of Bank of 
North America, Northern Liberties, and some others, no sales in all the month. 
Of all the stock securities on this market, none are held more confidently or 
more firmly than our local bank stocks. They pay generally about seven per 
cent. on the market price, and holders believe them as sound and as reliable 
as any other corporate investment.” 


THE CENTENNIAL NATIONAL BANK, which, during the International Expo- 
sition, will serve as the fiscal agent of the Commission, has the exclusive priv- 
ilege of furnishing banking facilities to exhibitors and visitors within the 
grounds of the Exposition. In its card at the end of this Magazine the bank 

roffers prompt attention to the interests of banks and bankers who shall favor 
it with their Philadelphia business. 
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DEFEAT AND CAPTURE OF BANK RoBBERS.—A bold but unsuccessful at- 
tempt was made on the evening of March 25, to rob the National Bank of 
Chambersburg, Pa. The principal character was a man who had taken up his 
residence at Chambersburg in May, 1875, professing to be Major Rollins, a 
wealthy Southern gentleman. He and his wife were well educated, and appar- 
ently refined in tastes and manners. They gained the confidence of the com- 
munity, and among others became intimate with Mr. Messersmith, cashier of 
the Nationai Bank. Calling on the evening mentioned, Rollins introduced a 
Mr. Johnson, who was burdened with $10,000 in money, and begged Mr. 
Messersmith to put it in the safe until morning. When the cashier had opened 
the safe Rollins and Johnson seized him, gagged him, snatched a $30,000 
package of currency, and ran off. The cashier, however, resisted vigorously, 
tore off the gag, and gave the alarm, when the robbers fled. Rollins, with 
the money, was captured before he could get off the premises. Johnson 
escaped, but was arrested the next morning, twenty miles away. ‘ 

Three different lots of burglars’ tools, gowns, masks, etc., were subsequently 
found in adjoining lots, showing that there were other parties concerned in the 
job. The number of gags found indicate a plan to gag the whole household, 
five in number. The bank lost nothing, but, on the other hand, is ahead $85, 
found in the package said to contain the $10,000. Mr. Messersmith, though 
somewhat shocked and bruised from the rough treatment received, was at his 
post the next day. 


BANK ROBBERY IN Business Hours.—On April 1, the banking-house of 
Hoff & Millholland, Reading, Pa., was robbed at noon of about $6,000 in money. 
The bank was in charge of a clerk at the time, when three gentlemanly-look- 
ing strangers entered, and engaged the clerk in making some intricate calcula- 
tions of interest upon an amount which they wished to deposit. While his 
attention was thus engaged, it is supposed that a fourth man entered unob- 
served, gained access to the private office, and robbed the safe. 


Texas.—The Houston Savings Bank at Houston is in successful operation, 
under the management of Messrs. F. A. Rice, President, and Benjamin A. 
Botts, Vice-President. Mr. E. Raphael is agent. Their capital is $100,000. 

San Antonio.—The business of the banking firms of Bennett & Thornton 
and Lockwood & Manning has been consolidated, and a new house formed, 
under the style of Bennett & Lockwood. Correspondents having business for 
that vicinity are referred to their card at the end of this number. 


A NEW COUNTERFEIT five-dollar note, on the Merchants’ National Bank of 
New Bedford, Mass., made its appearance in March. It is as good, if not a 
better counterfeit than that of the Traders’ National Bank of Chicago. The 
new counterfeit may be distinguished from the genuine by a defect in the figure 
of Christopher Columbus in the landing scene on the back of the note. The 
thigh of this figure appears distorted or swollen, while in the genuine note it 
is entirely symmetrical and natural. 


BERLIN.—The front of the new Imperial Bank, in course of erection in the 
German capital, will be adorned by a group of statuary twelve feet high and 
twenty-five feet wide, the work of Professor Franz. The central figure will be 
a colossal Germania, sitting on a rock, a shield on her right arm, and the left 
hand grasping the hilt of her sword. Trade, Navigation, Agriculture, and In- 
dustry will be represented by four minor figures, of whom Germania is sup- 
posed to be the protectress. 


WANTED. 


A BANKER of eighteen years’ experience desires a position as Cashier or 
Assistant Cashier. Thoroughly understands every part of the business, and can 
give first-class references. Address “ BANKER,” 

P. O. Box 374, Buffalo, N. Y. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List; continued from April No., page 827.) 


APRIL, 1876. 


Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier. 


Fort Valley... Anderson & Brown National Park Bank. 
Hargrove, Hardy & Williams National Park Bank. 
Jerseyville.... First National Bank 
$50,000 Hugh N. Cross, Pr. Walter E. Carlin, Cas. 
. Geneseo Farmers’ National Bank... 
Levi Waterman, Pr. John P. Stewart, Cas. 
. Virginia Centennial National Bank. 
$60,000 John A. Petefish, Pv. John N. Wood, Cas. 
... Elmwood H. P. Tracy Chemical National Bank. 
. South Chicago Wilson Brothers George Opdyke & Co. 
. BowlingGreen Bank of Bowling Green.... Meridian Bank, Indianapolis. 
Alexander Brighton, Py. Hiram Teter, Cas. 
4 Duane Young First National Bank. 
. Bloomfield... Bloomfield Bank Ninth National Bank. 
William McK. Findley, Pr. John B. Glenn, Cas. 
... Brush Creek.. Brush Creek Bank Corbin Banking Co. 
... Guthrie Exchange Bank City National Bank, Chicago. 
. Solomon City. Clarke & Follett Ninth National Bank. 
.-. Washington.. Shriner Brothers Corbin Banking Co. 
... Grand Rapids Randall & Darragh Importers & Traders’ Nat. Bk. 
da me Graff, Dennis & Co Gilman, Son & Co. 
. Hubbardston. D. R. Corey & Co 
Exch. Bank of H. H. Bell. American Exchange Bank. 
. Greenville.... Bank of Greenville National Park Bank. 
William A. Pollock, Pr. Malcolm Kretschmar, Cas. 
St. Louis Britton, Lomax & Co Donnell, Lawson & Co. 
. Flemington... Flemington National Bank. 
$ 100,000 Peter C. Emery, Pr. C. C. Dunham, Cas. 
. Canisteo Bank of Canisteo First National Bank. 
Mortimer Allison, Pv. W. W. Bell, Cas. 
. Batavia Bank of Batavia American Exchange Bank. 
$50,000 Jerome Rowan, Pr. William F. Merriman, Cas. 
... Defiance Defiance Savings Bank... Dry Goods Bank. 
William C. Holgate, Pr. Benjamin L. Abell, Cas. 
. Greenville.... Greenville Bank Fourth National Bank. 
John Hufnagle, Pr. L. L. Bell, Cas. 
. Connellsville.. First National Bank 
$50,000 John D. Frisbee, Pr. J. S. McCaleb, Cas. 
.. West Chester. Thomas W. Marshall Donnell, Lawson & Co. 
. San Antonio.. Bennett & Lockwood Donnell, Lawson & Co. 
Charlottesville. People’s Bank Latham, Alexander & Co. 
$38,000 Charles H. Harman, Pr. Wm. W. Flannagan, Cas. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
Authorized March 22 to April 26, 1876. 


Capital. ———~ 
No. Name and Place. President and Cashier. Authorized. Paid. 
2328 First National Bank, Hugh N. Cross 
Jerseyville, ILL. Walter E. Carlin. 36,000 


2329 First National Bank, John_D. Frisbee 
Connellsville, Pa. J. Sherrick McCaleb. 37,500 


2330 Centennial National Bank, John A. Petefish 
Virginia, ILL. John N. Wood. 35,000 


2331 Flemington National Bank, Peter C. Emery 
Flemington, N. J. Cc. C. Dunham. 50,000 


2332 Farmers’ National Bank, Levi Waterman 
Geneseo, ILL. John P. Stewart. 37,875 


a 


DISSOLVED, DISCONTINUED, OR CHANGED. 
(Monthly List; continued from April No., page 828.) 


F. L. Heiser & Co., New York City; failed. 
John Conly & Co., Za Porte; succeeded by Bank of La Porte. 
Planters’ Bank, Fort Valley; succeeded by Anderson & Brown. 
.. Robson & Metcalf, Madison, discontinued. 
. R. T. Hargrove, Rome; succeeded by Hargrove, Hardy & Williams. 
City National Bank, Chicago ; closed and in liquidation. 
. Cook County Savings Pank, Chicago, suspended. 
... Bank of South Chicago, South Chicago; succeeded by Wilson Bros. 
. Cross, Carlin & Co., Ferseyville; succeeded by First National Bank. 
. First National Bank, Bloomfield; changed to Bloomfield Bank. 
. First National Bank, Bedford; in liquidation. 
..- Benton Co. Bank, Shreeves & Allen, Blairstown; now Williams & Allen. 
... Orlando H. Manning, Carroll; sold out. 
. Bank of Cedar Falls, Cedar Falls; attached and assigned. 
J. La Grange, Solomon City; succeeded by Clarke & Follett. 
... G. W. Shriner & Co., Washington ; succeeded by Shriner Bros. 
.. E. P. & S. L. Fuller, Grand Rapids; succeeded by Graft, Dennis & Co. 
. N. B. Hayes & Co., Hubbardston; succeeded by D. R. Corey & Co. 
. McKinley Brothers, Pontiac; assigned. 


. Kretschmar & Farrar, Greenville ; 
Worthington, Buckner & Co. succeeded by Bank of Greenville. 


. Meridian Savings Institution, Meridian ; failed. 


South St. Louis Savings Bank, St. Louis; consolidated with Carondelet 
Savings Bank. 


... Mechanics’ Savings Institution, S¢. Louis; discontinued. 
. J. H. Withey & Co., Port Byron; suspended. 
... Security Bank, Watertown ; closed. 
. Bank of Greenfield, Greenfield; suspended. 
. Farmers’ Exchange Bank, Zo/edo,; sold out. 
. Freeman & Hunt, Warren, assigned. 


. Ben ett & Thornton, Antonio ; 
J. S. Lockwood & Manning, succeeded by Bennett & Lockwood. 


‘ —— & Planters’ Bank, Denison; merged in Drovers & Planters” 
Bank. 


. First National Bank, Za Crosse; closed. 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List ; continued from April No., page 825.) 


APRIL, 1876. 
Name of Bank. Elected. In place of 
- Commercial Bank, San Diego.. J. A. Fairchild, Cas.... E. F. Spence. 


First National Bank of Idaho, ames H. McCarty, Pr. B. F. Channell. 
Boise City. ohn Huntoon, Cas.... C. W. Moore. 


- Union Trust Co., Chicago G. M. Wilson, Cas.... W. B. Hoswell. 


Suffolk National Bank, Boston.. David R. Whitney, Pr. S. W. Swett. 
. First National Bank, Gloucester Josiah O. Friend, Pr.. M. L. Wetherell. 
.. Nat. Pemberton Bank, Lawrence James M. Coburn, Cas. W. H. Jaquith. 
. Merchants’ Nat. Bank, Lowell... H.W.B.Wightman, Pr. H. Hosford. 


Ann Arbor Sav. Bk., Ann Arbor Chas. E. Hiscock, Cas. 


. Jefferson City Bank, } J.S. Fleming, Pr 
Jefferson City. § J. T. Sears, Cas 


Mechanics’ Nat. Bk., Nashville John S. Bransford, Cas 
Red River Co. Bank, Clarksville George W. Voiers, Cas. 
. Rutland Co. Bank, Rutland.... Wm. Y. W. Ripley, Pr. W. Y. Ripley.* 


* Deceased. 


THE PREMIUM ON GOLD AT NEW YORK, 


MarcH—APRIL, 1876. 
1875. Lowest, Highest. 1876. Lowest. Highest. 1876. Lowest. Highest. 


April .... 144 - 15% ~.Mar.24-. 14% 144% .Apr.10..13 . 
May..... 15 - 16% .. 25... 14 14% -- Il... 12% . 
June..... 16% . 17% .«- 27-- 13% 14 a a 
July 2... 11% 217% 2. 2B. 13%. 14% 13 -. 13% . 
August .. 124% - 14% .. 29 -. 13% 14% 
September 133% . 174% -- 30 -- 133% 14 15 -- 13% .- 
October .. 14% - 17 fois 31 -. 133% 13% 17... 12% . 
November 14% - 1638 ..Apr.1-. 13% 13% 18 .. 13 
December 1256 - 15% .. $33 - 39% 19 .. 13 
1876. -- 4-- 12% - 13% 20 .. 13 
eoeey-- 12% - 134% -- 5 -. 12% 13 21... 123% 
ebruary. 124% - 14% .. -- 12% 13 22... 12% 
March ... 1334 - 15 -- 12% 13% 24... 12% 
«sg 134% 25-- 12% 


a 


Errors IN PROTESTING NotEs.—In the case of the Commercial Bank of 
Kentucky vs. Joseph B. Varnum, an attorney, it appeared that the Metropol- 
itan Bank of New York, as agent of plaintiff, gave the defendant, who was its 
notary, drafts to protest. He did so; it turned out that the protesting was 

remature, and the plaintiff lost the power to pursue the indorsers. Suits were 
Srevaht against the notary, and judgment was given in his favor. The Su- 

reme Court, General Term, through Judge Brady, on March 31, upheld these 
judgments, holding that the notary was simply employed to do a specific duty; 
that he was bound to do it when directed, and that he was not required to 
give a legal opinion as to the proper day. The original decision in this case 
was published in full at the time in this Magazine. 
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NOTES ON THE MONEY MARKET. 


NEW YORK, APRIL 24, 1876. 


Exchange on London at sixty days’ sight, 4°86% a 4°87, in gold. 


In regard to the present and prospective changes of the money market, one of 
the most prominent topics of discussion in the financial circles is the issue of silver 
coin, which is watched with anxiety by a large number of persons with very 
different expectations. A copy of the new law will be found on a previous page, 
as will also the regulations made by the Secretary of the Treasury for the emission 
of the new coinage from the Treasury. Among the points of interest that seem to 
be attracting the public notice, two or three claim attention in this place. First 
stands the question whether the issue of the silver coins as a substitute for the out- 
standing fractional currency will help the transition of the country to specie pay- 
ments, or ought fairly to be regarded as preparatory thereto. Some bankers of 
great experience are quite sanguine on this subject. They think that the filling up 
of the channels of the small circulation by coin will tend to prevent fluctuations in 
the gold premium, and will give greater steadiness to the value of the whole mass 
of our circulating medium. Accordingly they are in favor of enlarging the legal- 
tender powers of the silver coin. Some incline to fix the maximum sum for which 
silver coin shall be a legal tender as high as $20 or even $50, while others again 
are favorable to a regulation making silver a legal tender for all payments without 
restriction. As the latter policy would require’ the weight of the silver pieces to be 
increased, and would convert them into a principal part of our coinage, equal with 
gold in the power of liquidating debts, instead of being as at present a mere token coin- 
age subordinate to gold, the latter being the sole standard of value for all the large pay- 
ments of coin, the various schemes for realizing the policy meet with many objections. 

Another reason for favoring the issue of silver for fractional currency is founded 
on its moral influence on public opinion. The daily handling of coin will, as is 
claimed, tend to establish in the public mind the conviction that the restoration of 
specie payments throughout the United States in 1879 is really going to take place, 
according to the stipulations of the law of January, 1875. There is a good deal in 
this argument. For no one can doubt that if the masses of the trading community 
will only conduct their business in the expectation of resumption, one of the most 
formidable obstacles will be removed which hinder recuperation and obstruct this 
reform of the currency. It has been doubted whether the people generally want to 
lose the use of the fractional currency to which they have so long been accustomed. 
It is also questioned whether there are not some other arrangements which ought 
to be previously provided for if the issue of silver is to be made really helpful in 
the process of resumption. To these objections, however, we need not give further 
mention. The experiment of issuing silver, like the other means we have adopted 
at various times to aid the advance of the country to the specie basis, will in all 
probability work very different consequences in some respects from those which the 
anticipations and theories of rival critics have been able to suggest. In a prac- 
tical point of view a very important question regarding the issue of silver is, 
whether it will be likely to give a stimulus to trade. Whatever gives a new basis 
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of certainty and confidence is usually a stimulus to the recuperation of business, 
The silver issues in this point of view are expected to be of service. If a revival 
of business to any notable extent should occur within a few months, there are a 
great number of people who would not hesitate to ascribe to the new coinage a 
large share in the work of producing the beneficial change. We doubt whether 
these sanguine friends of a hard currency are not expecting rather too much from 
this particular step towards it. Still their error, if it be one, is far less dangerous 
to the country than the mischievous notions of the paper money men, who would 
renounce the experience of all ages, and give up the use of the gold and silver basis 
altogether. On the whole the silver issues are more popular than they were, and 
the agitators who pretend that the whole movement has been made in the interest 
of the bonanza mining companies, or to create a market at the public expense for 
the teeming produce of bonanza bullion, are not making so much impression on 
the public mind as formerly. 

The rates for money show very little change. Abundance of idle capital is seek- 
ing investment at 3 per cent. on call. On Governments money is borrowed at 2 to 
3 per cent., while on approved miscellaneous collaterals the rates are 3 to 4 per 
cent. Discounts are quiet. Very little paper is making, and the best names pass 
at extremely low rates. The general quotation ranges from 4 to 6 percent. Some 
unnecessary discussion has been given to the decline in the reserve averages of our 
city banks, and it has been suggested that the banks were becoming too weak in 
legal tenders. It seems to have been forgotten that this drain of currency to the 
interior is perfectly wholesome, and proceeds from causes that are well known. The 
April drain, indeed, has for some years past been looked for in the money market 
as regularly as the spring freshets in the Hudson, the Mississippi or the Missouri. 
This periodical drain of currency has not been quite so large during the present 
season as usual; still it has been sufficiently active to show that there is a good 
deal of business doing in the country, although in this city so many incidents 
remind us that the old currents of trade are somewhat changing their course. It 
has been often affirmed, for example, that the dry goods jobbing trade is passing 
away to some extent from the old houses in this city who formerly had a sort ot 
monopoly, and is in part being wrested from the Eastern firms by new enterprising 
strong firms in the West. Another circumstance which has been pointed out as 
indicative of the change in the currents of business, is the general prosperity which, 
as has been alleged, shows itself more conspicuously in the West, so that the proc- 
ess of recovery from the effects of the panic of 1873 has, if we may believe the 
statements, gone on with much more rapidity in the Mississippi Valley than on 
the Eastern seaboard. There may be something in this argument. We have no 
doubt that there is. Still, the record of the failures given elsewhere does not greatly 
support the theory nor corroborate the reasoning. A more careful examination of 
the facts will, perhaps, show that there isa new departure taking place, which, al- 
though not of the magnitude and importance that are sometimes ascribed to it, 
deserves notice as part of the signs of the times. For some weeks past the green- 
back reserves of our banks have been falling in consequence of the forces above 
referred to. As will be seen from the following table of the New York banks, the 
excess of reserve fell below 7 millions. It is now $8,658,500, and it has increased 
since last week by $1,806,525. Subjoined is the statement of the New York Clear- 
ing-House banks: 

Legal 

1876. Loans. Specie. Tenders. Circulation. Deposits. Exchanges. 
Mar. 25....$261,254,000 . $21,504,000 .$ 43,773,900 . $16,199,700 . $214,181,600 . $ 347,455,573 
Apr. 1.... 261,351,200 .. 21,171,100 .. 41,718,500 .. 16,364,000 .. 211,561,100 .. 353,712,358 
- 8.... 261,786,200 .. 20,336,000 .. 38,700,400 .. 16,297,600 .. 207,993,300 .. 387,862,835 

‘€ —15...+ 258,297,900 .. 19,400,800 .. 38,826,800 .. 16,239,100 .. 205,540,500 .. 337,786,823 
‘€ 22.4.4 253,752,400 .. 18,077,300 .. 41,396,800 .. 16,232,000 .. 203,262,400 .. 380,621,303 
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The following are the changes of the banks of the Boston Clearing-House : 
1876. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$ 128,523,200 .. .$ 3,051,700 ... $ 7,003,900 .. $ 76,737,900 . .-$ 23,172,400 
123,179,400 ... 2,853,500 ... 6,962,200 ... 72,674,200 ... 22,327,100 
127,096,100 ... 2,737,000 ... 7,285,500 ... 78,999,800 ... 22,740,800 
130,885,400 ... 2,445,300 ... 7,271,300 ... 80,013,800 ... 23,060,400 
131,296,100 .+. 2,197,700 ... 7,127,600 ... 79,224,500 ... 23,065,300 
The Philadelphia Clearing-House statements are reported for several weeks past 

as follows: 

1876. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Mar. 25 $ 60,164,481 ... $596,808 ...$ 14,523,533 ...$ 46,998,577. -- .$ 10,491,078 
69,749,929 «-- 611,968 ... 12,738,072 ... 45,261,720 ... 10,551,868 
60,690.457 «-- 559,984 -.. 12,137,615 ... 44,890,201 ... 10,550,280 
60,835,313 --- 403,195 --+ 12,247,542 ... 46,510,184 ... 10,527,230 
60,394,513 «++ 403,405 ... 13,043,925 -+- 47,045,772 ... 10,365,801 

The New York bank aggregates for the past week compare as follows with those 
of previous years: 

Loans. Specie. Legal Tenders. Circulation. Deposits. Exchange. 
Ap. 22, 76. $ 253,752,400 .$ 18,077,300 .$41,396.800 .$16.232.000 .$ 203,262,490 .$ 380,621,373 

* 1875. 275,886,000 .. 12,045.900 .. 53,970,300 .. 21,146,200 .. 217,926,300 .. 448,065,054 

“ 1874. 288,423,500 .. 23,336,400 .. 54.739.606 .. 26,901,600 .. 254,486,700 .. 527,357,314 

** 1873. 269,301,900 .. 15,989,700 .. 37,690,600 .. 27,737,700 .. 188,220,600 .. 693,315,939 

It is worthy of note that the money market has been extremely easy during the 
whole of the period in which the banks have been losing their reserve. The Lon- 
don Economist rashly ventured to affirm a short time ago that such ease was impos- 
sible, and that no sooner was such a rapid decline of reserve developed than a 
general terror would seize upon the mercantile and banking classes, which could 
not fail to precipitate a general panic in this country. Mr. Knox, our Comptroller 
of the Currency, took the trouble to write a letter explaining the blunder of the 
Economist. But our contemporary replied that its opinions were too plainly correct 
to need correction, for it was evident to every one, that as the American banks are 
required by law to cease discounting when their reserve is impaired, the drain of 
reserve cannot in the nature of things be attended with any other result than appre- 
hension, which must gradually become more and more intense as the reserves sink 
nearer to the legal minimum. ‘The opinion of our contemporary would have been 
perfectly sound if he had made the proper qualifications. As he stated it, however, 
it is manifestly contradicted by the facts of the past month, as well as by the gen- 
eral course of our banking experience in this country. 

The Stock Exchange is dull and without much activity. In the Government 
market the chief topic of interest is the sale to-day of the 4 millions of 5 per cent. 
bonds at about 103% in gold in one bid to Messrs. Drexel, Morgan & Co. for the old 
Syndicate, including Seligman and N. M. Rothschild & Co. This rate is almost % 
per cent. below the market price, and is interpreted as showing that a better rate 
might have been obtained if Mr. Bristow had made the loan a popular one by 
accepting bids from small investors all over the country. It is hoped that he will 
adopt this plan in future sales of the new fives, which are now well established as 
a popular investment both here and abroad. In State bonds there is little doing. 
Railroad bonds of the best class are firm and in demand for investment. The 
bonds of defaulted roads are being inquired for, and some of them are selling for 
more than they seem to be worth. In the speculative movements of railroad shares 
there is great depression, as is indicated by the fact that the bank clearings since 
January 1 amount to an aggregate of but $6,566,000,000, against $7,579,000,000 for 
the same fifteen weeks of last year. This loss is chiefly though not wholly due to 
the diminished magnitude of the dealings at the Stock Exchange. The falling off 
amounts to about 1,000 millions, or 75 millions a week, equal to an average of about 
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$12,500,000 a day. It will also be remembered that last year’s clearings showed a 
considerable diminution from the average level of previous years. Subjoined are our 
usual quotations: 
QUOTATIONS: Mar. 27. Apr. 3. Apr. 10. Apr. 17. Apr. 24. 
113% ° 113 ee 113 - 113% oe 112% 
U. S. 5-208, 1867 Coup. 121\ oe 120% Ps 121% Ee 120% a 121% 
U. S. Fives 1881 Coup. 118% a 118 a“ 118% ue 118 nih 118% 
N. Y. C. & Hudson R. 113 : 113 oil 112% ws 112% 112% 
Lake Shore........... 61% ica 590% dul 59% «e 56% sé 55% 
Chicago & Rock Island 110% ee 105% - 1054 joa 103% on 103% 
New Jersey Central... 16% Cis 106% és 103 es 100 te 95% 

i 20% oe 19% oe 17% oe 15% we 15% 
Pacific Mail 20% i 18% ae 17% 8 19% ae 20 
Union Pacific..... Peer 62 mn 62% A 64 4 64 és 63% 
North Western 42% si 41% on 41% ‘ih 40% a 39% 
West. Union Tel. Co.. 68% ee 684% ee 65% - 66% 7" 65% 
Bills on London. 4-87-4.90 + + 4:8634-4.8934 .. 4.8614-4.8934 .. 4.8634-4.8914 — 4.87-4.89% 
Call loans 2a4 “ 3a6 a 445 i 344 oe 2a4 
Discounts . oe 47 os 4a6 on 446 ‘an 4a6 
Treasury balances, cur. $ 35,275,614 .. $34,658,252... $35,888,002 .. $36,766,456 .. $36,346,098 

Do. do. gold 46,942,453 -- 46,333,568 .. 46,235,688 .. 46,864,953 .- 47,145,098 

Gold has fallen more than one per cent. during the month. The prospects are not 
very bright for the advance in the premium which some shrewd bankers have been so 
long expecting. At the present moment there is a new cause of temporary depres- 
sion in the coming sales by the Treasury of the gold to be received for the fives 
sold to-day. The rates paid for carrying gold close at 2 to 4 per cent. Foreign 
exchange is dull and closes at 4°87. The exports of breadstuffs and other produce 
are expected to be increased during the next month. If so, there will be another 
set of influences developing themselves hostilely to the advance of gold, though 
favorably to the general interests of business, as well as to the progress of the public 
wealth. The currency changes this month and the proceedings of Congress do not 
seem to have had much to do with the fall in gold. 

The total outstanding circulation of the National Banks, with the amount of 
bonds deposited in Washington, compare as follows: 


Week Notes in Bonds for Bonds for Coin in Coin 
ending circulation. circulation. U.S. deposits. Total bonds, Treasury. Certificates. 
July 24... $'350,764,469 . $'374,753,362 . $18,792,200 . $ 393,545,562 . $66,926,937 .$ 22,628,300 
Aug. 7.--- 348,937,939 -- 374,927,862 .. 18,792,200 .. 393,720,062 .. 71,953,412 .. 22,657,200 
Aug. 21.... 349,130,000 .. 374,788,762 .. 18,792,200 .. 393,580,962 .. 70,738,807 .. 18,561,000 
Sept. 11.... 347,980,000 .. 373,382,762 .. 18,792,200 .. 392,174,962 .. 66,730,316 .. 16,389,400 
Sept. 25...+ 347,720,223 .. 372,150,762 .. 18,792,200 .. 390,942,962 .. 66,924,152 .. 12,435,000 
Oct. 9.-.- 346,769,853 .. 369,791,762 .. 18,782,200 .. 388,573,962 .. 68,784,332 .. 12,477,100 
Oct. 16.... 346,813,776 .. 368,857,212 .. 18,782,200 .. 387,639,412 .. 70,472,506 .. 12,775,600 
Oct. 23.... 344,458,128 .. 368,119,917 .. 18,760,000 .. 386,879,917 .. 69,070,408 .. 11,562,300 
Oct. 30.... 346,805,616 .. 367,799,412 .. 18,730,000 .. 386,529,412 .. 

Nov. 6.... 345,799,108 .. 366,658,312 .. 18,730,000 .. 385,388,312 .. 72,042,514 .. 16,069,900 
Dec. 18.... 343,938,278 .. 364,690,112 .. 18,626,500 .. 383,316,612 .. 69,206,263 .. 21,447,000 
Jan. 22.... 343,253577 -- 362,108,062 .. 18,626,500 .. 380,734,562 .. 73,200,709 .. 34,429,000 
Feb. 19.... 341,557:911 -- 358,428,650 .. 18,621,500 .. 376,050,150 .. 75,051,625 .. 33,786,900 
Mar. 21.... 340,046,776 .. 355,311,715 -- 18,741,500 .. 374,053,215 .. 69,657,203 .. 34,797,600 
Apr. 21.... 337,635,219 -- 347,800,350 .. 18,623,000 .. 366,423,350 .. 76,148,711 .. 28,457,600 


a ee LR 
. DEATH. 


At BROOKLYN, N. Y., on Friday, April 14, aged sixty years, ROBERT P. PERRIN, 
President of the National Butchers and Drovers’ Bank of New York. 
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